AUTHENTICATED , 
US. GOVERNMENT 
INFORMATION ^ 


S. Hrg. 110-391 

FROM WAREHOUSE TO WARFIGHTER: AN UPDATE 
ON SUPPLY CHAIN MANAGEMENT AT DOD 


HEARING 


BEFORE THE 

0^^RSIGHT OF GOA^RNMENT lilANAGEMENT, 
THE FEDERAL WORI^FORCE, AND THE 
DISTRICT OF COLUMBIA SUBCOMMITTEE 

OF THE 

COMMITTEE ON 
HOMELAND SECURITY AND 
GOAH]RNMENTAL AFFAIRS 
UNITED STATES SENATE 

ONE HUNDRED TENTH CONGRESS 
FIRST SESSION 

JULY 10, 2007 


Available via http://www.access.gpo.gov/congress/senate 

Printed for the use of the Committee on Homeland Security 
and Governmental Affairs 



$ 

PS 

m 

X 

O 

G 

C/3 

m 

H 

0 

1 


O 

X 

H 

m 

PS 


> 

c 

o 

> 

H 

m 

O 

z 


c/3 

c 


5 


> 


> 


> 

o 

rn 


M 


H 


> 

H 


O 

o 

o 



S. Hrg. 110-391 

FROM WAREHOUSE TO WARFIGHTER: AN UPDATE 
ON SUPPLY CHAIN MANAGEMENT AT DOD 


HEARING 


BEFORE THE 

O^^RSIGHT OF GO^^RNMENT lilANAGEMENT, 
THE FEDERAL WORKFORCE, AND THE 
DISTRICT OF COLUMBIA SUBCOMMITTEE 

OF THE 

COMMITTEE ON 
HOMELAND SECURITY AND 
GOAH]RNMENTAL AFFAIRS 
UNITED STATES SENATE 

ONE HUNDRED TENTH CONGRESS 

FIRST SESSION 

JULY 10, 2007 


Available via http://www.access.gpo.gov/congress/senate 

Printed for the use of the Committee on Homeland Security 
and Governmental Affairs 



U.S. GOVERNMENT PRINTING OFFICE 
37-356 PDF WASHINGTON : 2008 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Internet: bookstore.gpo.gov Phone: toll free (866) 512-1800; DC area (202) 512-1800 
Fax: (202) 512-2104 Mail: Stop IDCC, Washington, DC 20402-0001 




COMMITTEE ON HOMELAND SECURITY AND GOVERNMENTAL AEFAIRS 


JOSEPH I. LIEBERMAN, Connecticut, Chairman 


CARL LEVIN, Michigan 
DANIEL K. AKAKA, Hawaii 
THOMAS R. CARPER, Delaware 
MARK L. PRYOR, Arkansas 
MARY L. LANDRIEU, Louisiana 
BARACK OBAMA, Illinois 
CLAIRE McCASKILL, Missouri 
JON TESTER, Montana 


SUSAN M. COLLINS, Maine 
TED STEVENS, Alaska 
GEORGE V. VOINOVICH, Ohio 
NORM COLEMAN, Minnesota 
TOM COBURN, Oklahoma 
PETE V. DOMENICI, New Mexico 
JOHN WARNER, Virginia 
JOHN E. SUNUNU, New Hampshire 


Michael L. Alexander, Staff Director 
Brandon L. Milhorn, Minority Staff Director and Chief Counsel 
Trina Driessnack Tyree, Chief Clerk 


OVERSIGHT OF GOVERNMENT MANAGEMENT, THE FEDERAL 
WORKFORCE, AND THE DISTRICT OF COLUMBIA SUBCOMMITTEE 


DANIEL K. AKAKA. Hawaii. Chairman 


CARL LEVIN, Michigan 
THOMAS R. CARPER, Delaware 
MARK L. PRYOR, Arkansas 
MARY L. LANDRIEU, Louisiana 


GEORGE V. VOINOVICH, Ohio 
TED STEVENS, Alaska 
TOM COBURN, Oklahoma 
JOHN WARNER, Virginia 


Richard J. Kessler, Staff Director 
Evan Cash, Professional Staff Member 
Jennifer A. Hemingway, Minority Staff Director 
David Cole, Minority Professional Staff Member 
Emily Marthaler, Chief Clerk 


(II) 



CONTENTS 


Opening statements: Page 

Senator Akaka 1 

Senator Voinovich 3 

WITNESSES 

Tuesday, July 10, 2007 

Hon. Jackson P. Bell, Deputy Under Secretary of Defense, Logistics and 

Material Readiness, U.S Department of Defense 5 

General Norton A. Schwartz, Commander, U.S. Transportation Command 7 

Lieutenant General Robert T. Dail, Director, Defense Logistics Agency 9 

William M. Solis, Director, Defense Capabilities Management, U.S. Govern- 
ment Accountability Office 11 

Alphabetical List of Witnesses 

Bell, Hon. Jackson P.: 

Testimony 5 

Joint prepared statement with Lieutenant General Dail and General 

Schwartz 27 

Dail, Lieutenant General Robert T.: 

Testimony 9 

Joint prepared statement with Mr. Bell and General Schwartz 27 

Schwartz, General Norton A: 

Testimony 7 

Joint prepared statement with Mr. Bell and Lieutenant General Dail 27 

Solis, William M.: 

Testimony 11 

Prepared statement 49 

APPENDIX 

Background 77 

GAO Report entitled “DOD’s High-Risk Areas, Progress Made Implementing 
Supply Chain Management Recommendations, but Full Extent of Improve- 
ment Unknown,” January 2007, GAO-07-234 83 

GAO Report entitled “Defense Logistics, Efforts to Improve Distribution and 
Supply Support for Joint Military Operations Could Benefit from a Coordi- 
nated Management Aopproach,” June 2007, GAO-07-807 245 

Copy of the “Business Case Analysis for Radio Department of Defense Passive 
Radio Erequency Identification,” submitted by General Schwartz 307 


(III) 




FROM WAREHOUSE TO WARFIGHTER: 
AN UPDATE ON SUPPLY CHAIN 
MANAGEMENT AT DOD 


TUESDAY, JULY 10, 2007 

U.S. Senate, 

Subcommittee on Oversight of Government 
Management, the Federal Workforce, 

AND THE District of Columbia, 

OF THE Committee on Homeland Security 
AND Governmental Affairs, 
Washington, DC. 

The Subcommittee met, pursuant to notice, at 2:36 p.m., in Room 
SD-342, Dirksen Senate Office Building, Hon. Daniel K. Akaka, 
Chairman of the Subcommittee, presiding. 

Present: Senators Akaka and Voinovich. 

OPENING STATEMENT OF SENATOR AKAKA 

Senator Akaka. Good to see all of you here. Good afternoon. This 
hearing of the Oversight of Government Management Sub- 
committee is called to order. I would like to welcome all of our wit- 
nesses. Today’s hearing will look at progress made — and after read- 
ing some of the history, I must say that is true that progress has 
been made — in implementing the Department of Defense’s 2005 
plan for improving supply chain management. Supply chain man- 
agement has been on the Government Accountability Office’s High- 
Risk List since 1990, and that is far too long. My good friend Sen- 
ator Voinovich and I are dedicated to seeing this issue removed 
from the list. 

Since 2005, he and I have chaired several hearings on supply 
chain management. 

After our last hearing in July 2006, Senator Voinovich and I 
asked GAO for an analysis of DOD’s Joint Theater Logistics Initia- 
tive, which is one aspect of the plan for improvement. GAO has 
completed their analysis, and their report is being made public 
today at this hearing. Mr. Solis, I look forward to hearing more 
about your team’s findings today. 

Supply chain management is critical to our security. It affects 
the safety of men and women in uniform who are currently en- 
gaged in two simultaneous conflicts in Iraq and Afghanistan. Even 
after these conflicts end, effective supply chain management will 
remain vital. We need to look to the future when we must stock 
and store supplies for the next contingency, be it missions abroad 
or assisting others right here at home. 

( 1 ) 
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To begin, let me congratulate the Defense Department for what 
it has done well in supply chain management. I am very impressed 
by the progress made by the Defense Logistics Agency in imple- 
menting the Joint Regional Inventory Materiel Management initia- 
tive (JRIMM), which has now been operational in my home State 
of Hawaii on Oahu, and it has been operating since August of last 
year. I hope that we will continue to see the benefits of jointly 
managing supplies regionally as JRIMM is expanded in the Pacific 
Command and into other regions. 

I also want to recognize the progress made by the Transportation 
Command in implementing several forward-looking initiatives as it 
grows into its role as the “distribution process owner.” 

However, having said all of this, there are several areas we are 
especially concerned about. 

First, poor container management continues to be a serious prob- 
lem. At this moment, DOD cannot account for more than 50,000 
containers in the Central Command theater. They are lost. They 
have disappeared. Many of these containers do not even belong to 
the military. DOD also has thousands of containers that it has sim- 
ply failed to return to their commercial owners who, in turn, charge 
the government late fees for not getting them back. This has forced 
the Defense Department to buy them out. It has spent $203 million 
to buy out over 25,000 containers. Now it has thousands of con- 
tainers that are its responsibility — if it can ever find them. This is 
exactly the kind of waste that helped put this issue on the High- 
Risk List. 

Asset visibility cannot be fully achieved without adequate tech- 
nology applied to the supply chain. Radio Frequency Identification 
Initiative (RFID), in theory will track every pallet and every con- 
tainer from the warehouse to the warfighter. This capability has 
been in use in the private sector for years now and has greatly im- 
proved inventory levels and visibility. While implementation of 
RFID continues to move forward at DOD, there is still a long way 
to go. 

We also need to work to ensure that information systems in- 
volved with logistics can communicate with each other. Personnel 
in the field are being forced to find tedious, manual work-arounds 
to exchange information between different computer systems. Com- 
puters working in joint operations cannot always automatically ex- 
change needed data. 

The Defense Department needs to formulate a unified, com- 
prehensive strategy to address future logistics capabilities. It has 
been promised since we started these hearings that the Depart- 
ment was working toward that goal. I am particularly concerned 
that the “To Be” roadmap, which was supposed to provide this 
strategy, is still not complete, even though it was supposed to be 
released last February. Without a long-term strategy, all of the 
links in the supply chain — the Defense Logistics Agency, the Trans- 
portation Command, and the combatant commands — are likely to 
end up with their own approaches which may not be consistent. 

As Chairman of the Armed Services Readiness Subcommittee, I 
know that the failure to modernize business processes contributes 
greatly to all of DOD’s high-risk areas. These areas also have to 
be removed from GAO’s High-Risk List. I look forward to con- 
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tinuing to work with Senator Voinovich, as well as the Office of 
Management and Budget and the Department of Defense, to work 
toward this goal. 

With that, it is my pleasure to have several witnesses here today 
from DOD that can give us a broader look at the work being done 
to improve logistics at the Department. I want to commend you all 
for your commitment to creating not just a joint force but one that 
is integrated in its efforts as well. 

I also want to welcome back Mr. Solis, who has come before this 
Subcommittee again to give us GAO’s perspective on this important 
issue. And I look forward to hearing from each of you today. 

I am so delighted to have Senator Voinovich here, and I ask him 
for his statement. 

OPENING STATEMENT OF SENATOR VOINOVICH 

Senator Voinovich. Thank you. Senator Akaka. Let me begin by 
thanking you for holding the Subcommittee’s third hearing on the 
Department of Defense’s supply chain management. This Sub- 
committee is very fortunate to have Senator Akaka’s leadership. 
Not only with his experience on this full Committee but his experi- 
ence on the Armed Services Committee, you are able to bring both 
perspectives to this issue. 

Supply chain management, as many of you know, has been on 
the GAO high-risk list since 1990, 17 years is far too long. My con- 
tinued interest in investigating and improving the Department’s 
supply chain management is guided by two principles. 

First, with a budget of well over $400 billion and resources in the 
supply chain amounting to more than $162 billion, the Department 
must be a good steward of taxpayer dollars. As I have noted in the 
past, former Secretary of Defense Don Rumsfeld once estimated 
that the Department wastes 5 percent of its budget — more than 
$20 billion a year at current budget levels — on redundant or out- 
dated business practices. Based on my experience as a former 
mayor and governor, I believe it is more like 10 percent rather 
than 5 percent. 

Second, and arguably more important given Operation Iraqi 
Freedom, inefficient, ineffective, and redundant steps within the 
supply chain can have a direct and negative impact on the 
warfighter. We must assure that the current supply chain system 
at the Department has the ability to deliver the right items, at the 
right time, to the right place to our soldiers in the battlefield. 

Since our last hearing in July 2006, we have seen noticeable 
progress, as I said, in this high-risk area. I have been pleased with 
the Department’s continued commitment to improving supply chain 
management. 

At the Subcommittees’s request, the GAO has released two re- 
ports critiquing the Department’s supply chain management. The 
first report, released in January of this year, takes a hard look at 
the supply chain management improvement plan and overall logis- 
tics planning within the Department. ^ In this report, GAO found 


^The GAO Report entitled “DOD’s High-Risk Areas, Progress Made Implementing Supply 
Chain Management Recommendations, but Full Extent of Improvement Unknown,” January 
2007, appears in the Appendix on page 83. 
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that the plan continues to lack outcome-focused performance 
metrics as well as overall cost metrics for each of the 10 initiatives 
in the plan. 

Since the Subcommittee began working on this issue over 2 years 
ago, we have continued to press upon the Department the need to 
develop long-term performance and cost metrics. I am disappointed 
that after several requests, including personally asking Deputy 
Secretary England, the Department has not put forth these impor- 
tant measures. These metrics are essential for this Subcommittee 
to provide effective oversight of this issue and will be vital in the 
next Administration. I think the Department has a very good plan 
underway. I am hoping that the next Administration will embrace 
it. But I want to know what metrics can the Subcommittee use to 
determine whether or not the Dpartment is indeed following the 
plan that was put in place. 

Mr. Bell, I am interested in your opinion on the Department’s 
ability to measure the success of the supply chain management 
plan absent these performance objectives. 

The second GAO report, ^ which is being released in connection 
with today’s hearing, focuses on Joint Theater Logistics, an initia- 
tive in the supply chain management improvement plan that cen- 
ters on getting the right supplies into a combat theater in a timely 
manner. Mr. Solis, I look forward to your remarks on the findings 
within this report and, more importantly, from our DOD witnesses 
on how the Department intends to implement the recommenda- 
tions. 

Key support components of Joint Theater Logistics include the 
Defense Logistics Agency and U.S. Transportation Command. Gen- 
eral Schwartz, my staff recently visited tJSTRANSCOM, and they 
were pleased with the information provided and the processes es- 
tablished under your leadership. It seems to me that successful im- 
plementation of the Joint Deployment Distribution Operations Cen- 
ters and the current transformation of the information technology 
architecture to support supply chain management will go a long 
way toward improving supply chain management. Success will de- 
pend in part, however, upon the services’ willingness to accept 
these initiatives. 

General Schwartz, given your responsibility as the distribution 
process owner, with responsibility for overseeing Department-wide 
distribution of assets, I question whether or not you have the nec- 
essary authority to carry out the mission that has been given to 
you. I look forward to hearing from you and General Dail on how 
you will work together to ensure that assets are made available to 
our men and women in uniform without delay. 

Given the complex nature of supply chain management and the 
need for business transformation within the Department, it is im- 
perative that the Department, I believe, have a Chief Management 
Officer, and I have been batting that ball back and forth with Mr. 
England for a long time. I am pleased to see that language was in- 
cluded in the Fiscal Year 2008 Defense Authorization bill, which is 
currently being debated on the Senate floor. This language is a step 


^The GAO report entitled “Defense Logistics, Efforts to Improve Distribution and Supply Sup- 
port for Joint Military Operations Could Benefit from a Coordinated Management Approach,” 
June 2007, appears in the Appendix on page 245. 
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in the right direction to ensure continuous top-level attention to 
management issues at the Department. And the reason why Sen- 
ator Akaka and I are so strong on this is that from our experi- 
ence — and I know, Senator Akaka, from my experience as mayor — 
transformation is not done in 2 or 3 years. In many instances, 
transformation may take 5 to 6 years if you are going to institu- 
tionalize it and put it in concrete. And I keep saying to the people, 
Ken Krieg and company that have worked on this so far, I would 
like to have some guarantee that all this work that I did is not 
going to go down the tubes when the next Administration comes 
into office. And it would be comforting to me to know there is some- 
body there that is smart, knows the system, and is going to stay 
on top of it to make sure that your hard work bears fruition for 
the Department of Defense. 

I just want you to know that I am very grateful for your presence 
here today, and I am grateful for the conscientious effort that you 
have made to take this on, something that has been around too 
long. Thank you. Senator. 

Senator Akaka. Thank you. Senator Voinovich. 

It is my pleasure now to welcome Jack Bell, Deputy Under Sec- 
retary for Logistics, Department of Defense; General Norton 
Schwartz, Commander, U.S. Transportation Command; Lieutenant 
General Robert Dail, Director, Defense Logistics Agency; and Bill 
Solis, Director, Defense Capabilities Management, Government Ac- 
countability Office. 

It is the custom of this Subcommittee to swear in all witnesses, 
so will you please stand and raise your right hand? Do you sol- 
emnly swear that the testimony you are about to give to this Sub- 
committee is the truth, the whole truth, and nothing but the truth, 
so help you, God? 

Mr. Bell. I do. 

General Schwartz. I do. 

General Dail. I do. 

Mr. Solis. I do. 

Senator Akaka. Thank you. Let the record note that the wit- 
nesses responded in the affirmative. 

Although statements are limited to 7 minutes, I want all of our 
witnesses to know that their entire statements will be included in 
the record. I understand that all witnesses from the Department of 
Defense will be submitting a joint statement for the record, but 
each would like to also make brief remarks. 

So, Mr. Bell, will you please proceed with your statement? 

STATEMENT OF HON. JACKSON P. BELL,i DEPUTY UNDER SEC- 
RETARY OF DEFENSE, LOGISTICS AND MATERIEL READI- 
NESS, U.S. DEPARTMENT OF DEFENSE 

Mr. Bell. Thank you. Chairman Akaka and Senator Voinovich. 
Thank you for this opportunity to appear before you today. I am 
honored to have appearing with me General Norton Schwartz, as 
you have indicated. Commander of the U.S. Transportation Com- 
mand and the Department’s Distribution Process Owner; and Lieu- 


^The joint prepared statement of Mr. Bell, General Schwartz, and Lieutenant General Dail 
appears in the Appendix on page 27. 
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tenant General Bob Bail, the Director of the Defense Logistics 
Agency. I also welcome this opportunity to appear with Bill Solis 
of the Government Accountability Office. 

As in recent years, we come before you today to report to you the 
progress the Department of Defense is making to reduce risk and 
to institutionalize the improvements that we are making in our 
supply chain management processes. In the interest of time, I will 
summarize my written testimony and highlight our efforts to sup- 
port our deployed warfighters and the progress that we have made 
since the last hearing in July 2006. 

Before we address those areas, I want to compliment your staffs, 
the staffs of the Office of Management and Budget, and the staffs 
of the Government Accountability Office for their support of our ef- 
forts. 

As we have indicated, DOD logistics is a very large and complex 
business involving over a million uniformed, civilian, and contract 
employees. This effort did account for $160 billion in spending in 
fiscal year 2006, shaped significantly by our Global War on Terror 
operations. Our military forces are deployed to some of the most 
difficult environments and some of the most remote parts of the 
world, significantly accelerating the equipment maintenance and 
RESET requirements. Our supply chains operate across inter- 
national boundaries where we have little or no military presence. 

In Iraq and Afghanistan, our supply chain operates over enemy- 
challenged ground lines of communication, adding significantly 
both to the cost of our equipment and the personnel needed to pro- 
vide security. 

Nonetheless, in January through May of this year we moved al- 
most 80,000 troops and over 280,000 short tons of materiel fully 
supporting the requirements in Iraq and Afghanistan. And we are 
today processing approximately 6,000 requisitions each day for our 
Army and Marine Corps troops there. 

In supply chain operations, a primary output metric of perform- 
ance is customer wait time — how long it takes from the time a cus- 
tomer orders an item until it is received. Last year, we reported 
that we had achieved a 33-percent reduction in customer wait time 
from fiscal year 2004 through April 2006, from an average of 24 
days to 16 days. Since then, we have achieved another 6-percent 
decrease in wait time, despite the surge of our deployed forces and 
despite continuing difficulties with our ground lines of communica- 
tions. Where possible, key commodities and components are now 
stocked forward and delivered as soon as they are requested. 

While supporting the warfighting effort, we continue to make im- 
provements in our supply chain operations, and I would like today 
to highlight three areas of focus. 

First, we are continuing to institutionalize the supply chain oper- 
ations improvement plan efforts. These include initiatives to inte- 
grate transportation operations across DOD, to achieve global asset 
visibility both for our inventories and for our in-transit shipments, 
and to consolidate inventory management and supply and storage 
activities. General Schwartz and General Bail will report on some 
of these key initiatives. 

Second, we are integrating life cycle management principles into 
our acquisition and sustainment programs. This effort focuses on 
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improving equipment reliability and reducing the long-term, cost- 
effective support for a system as part of an integral process during 
the acquisition approval steps. 

Finally, we are developing the concept of joint logistics portfolio 
governance. The intent of portfolio governance is to coordinate de- 
velopment of related logistics capabilities across the Department, to 
improve interoperability, to minimize capability redundancies and 
gaps, and to maximize cost-effectiveness. The logistics portfolio 
management test should be completed later this year. 

The results of our life cycle management initiative, the logistics 
portfolio test, and our supply chain management improvement ef- 
forts all will be incorporated in the Department’s logistics strategic 
plan, called the “Logistics Roadmap.” The development of this Lo- 
gistics Roadmap should be completed by the summer of 2008. 

Based on the significant progress that DOD has made in supply 
chain management, in December 2006, the Under Secretary of De- 
fense for AT&L requested that GAO remove supply chain manage- 
ment from its high-risk list. GAO declined, stating that DOD has 
not yet met key requirements for removal from the high-risk des- 
ignation. Based on our progress to date, DOD believes we have met 
and are meeting these requirements. Key output metrics and data 
system support are being put in place, and performance improve- 
ments are already showing in these metrics. 

The institutionalization of key initiatives is testament that we 
have the will, we have the commitment, and capacity to address 
these challenges on an ongoing basis, transcending leadership 
changes. We will continue to work with the GAO to earn their sup- 
port in removing supply chain management from their high-risk 
list. 

In closing, DOD appreciates the opportunity to explain our 
progress in improving supply chain management. Following the 
testimony of my colleagues, I will be happy to answer any ques- 
tions. Thank you. 

Senator Akaka. Thank you very much, Mr. Bell. General 
Schwartz, your testimony. 

GENERAL NORTON A. SCHWARTZ/ COMMANDER, U.S. 
TRANSPORTATION COMMAND, U.S. DEPARTMENT OF DEFENSE 

General Schwartz. Mr. Chairman, Senator Voinovich, it is a 
privilege to be with you today representing the more than 152,000 
people that are a part of the U.S. Transportation Command family. 
Our core mission is to provide outstanding support to the 
warfighter and the Nation by rapidly delivering combat power and 
sustainment to the joint force commander. We also redeploy our 
forces home and provide the utmost care in moving our wounded 
troops to more advanced medical facilities here, in Europe in the 
case of the current missions, or in the United States. 

In our role as the distribution process owner, USTRANSCOM 
serves as the quarterback of the joint deployment and distribution 
enterprise. We lead a collaborative effort within the Defense Logis- 
tics Community to develop and pursue system-wide distribution 


^The joint prepared statement of Mr. Bell, General Schwartz, and Lieutenant General Bail 
appears in the Appendix on page 27. 
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process improvements to increase the precision, the reliability, and 
the efficiency of the DOD supply chain that you referred to earlier. 
When fully developed, this enterprise will aid us in fulfilling our 
fundamental obligations and keeping our promises to our 
warfighters in the Nation today and tomorrow. 

Mr. Chairman, one of the enterprise initiatives I would like to 
bring to your attention is the Defense Transportation Coordination 
Initiative (DTCI). DTCI is an effort to increase the effectiveness 
and efficiency of DOD freight movements in the continental United 
States — the lower 48, if you will. USTRANSCOM, in partnership 
with General Dail and the Defense Logistics Agency and the mili- 
tary services, is currently selecting a transportation services coordi- 
nator to manage these DOD freight movements. This coordinator 
will have visibility of CONUS freight movements enabling load con- 
solidation, use of more efficient intermodal means of trans- 
portation, and importantly, more intelligent scheduling. These im- 
provements will increase the precision and reliability of freight 
movements leading to increased customer confidence, cost savings, 
and not unimportant, increased and more effective workforce man- 
agement. 

Use of a single coordinator will also help us gather the metrics 
that you and we seek collectively to drive continual process im- 
provements in our distribution system. With the planned contract 
award next month, we are now only weeks away from implementa- 
tion and look forward with great anticipation to the very positive 
changes I believe that DTCI will have on DOT transportation, writ 
large. 

Just as DTCI will improve commercial transportation, our Joint 
Deployment and Distribution Operations Center concept is improv- 
ing integration of this from the strategic to the tactical level. 
Creation of the so-called JDDOC was the first major distribution 
process owner initiative and addressed the longstanding need to 
improve integration of strategic, that is, national partner activity 
here in the United States and that which is occurring in theater 
under the supervision of the combatant commander. JDDOC has 
since matured into a critical node for improved end-to-end distribu- 
tion. 

Let me give you an example. Let me compare two moves of the 
10th Mountain Division to the Central Command AOR, one in 2005 
and one in 2006. 

The 2005 move was planned entirely by air — that is, the move- 
ment of their helicopter assets — and it ran into a number of prob- 
lems, including weather delays, customs lead time, commercial to 
organic transload requirements, materiel visibility, and limited jet 
fuel in some locations. Thinking that there must be a better way, 
the DDOC, the Central Command, the European Command, many 
players, the services, worked together to develop an air and sea so- 
lution, that is, something called in the industry “intermodal solu- 
tion.” That included a transload operation at Rota Air Base in 
Spain. And by using this multi-mode approach, we were not only 
faster, sir, we actually delivered 4 days sooner than the 2005 sce- 
nario, and it cost the taxpayers $2 million less to execute. 

I would argue that this kind of thing is an example of precise, 
reliable, and efficient delivery to the warfighter. And in retrospect. 



9 


this multi-modal solution may seem self-evident, but solutions do 
not always present themselves linking the supported combatant 
commanders to the distribution national partners without having 
one entity as the quarterback of the process. The result of these ef- 
forts is that each geographic commander now has one of these oper- 
ations centers, and the concept is being codified in doctrine, policy, 
and training. 

The DDOC continues to mature, and later this year we will pub- 
lish the third edition of the template, which will incorporate, sir, 
performance metrics and guidance for the geographic combatant 
commanders on how we collectively can execute this mission. 

Finally, sir, in 2006, Under Secretary of Defense Krieg des- 
ignated our command as the functional proponent for radio fre- 
quency identification and related automatic information technology 
in the Department. Under this designation, we will prepare and 
execute an implementation strategy and draft the corporate ap- 
proach for active and passive RFID, satellite tracking, use of bar 
codes, and other asset visibility technologies. 

We have recently published the concept of operations for this to 
improve the overall performance for the warfighter, and our goal 
is to publish the implementation plan this fall, which will address 
both asset visibility and your considerations in terms of improving 
the supply chain. 

Mr. Chairman and Senator Voinovich, I am grateful for the op- 
portunity to testify today, and I would be happy to discuss these 
very important issues that you have tracked for so many years. 
Thank you, sir. 

Senator Akaka. Thank you very much. General Schwartz. Gen- 
eral Dail, your testimony. 

LIEUTENANT GENERAL ROBERT T. DAIL,i DIRECTOR, 
DEFENSE LOGISTICS AGENCY, U.S. DEPARTMENT OF DEFENSE 

General Dail. Good afternoon. Chairman Akaka, Senator 
Voinovich, and distinguished Members of the Subcommittee. I am 
Lieutenant General Robert Dail, Director of the Defense Logistics 
Agency. It is my privilege to appear today and represent the more 
than 21,000 men and women of the agency who, for more than 40 
years, have provided responsive global logistics support to Amer- 
ica’s Armed Forces in peace and in war. We are a combat enabler, 
a supporting organization, dedicated to improving warfighter sup- 
port to the combatant commands and supporting the ongoing com- 
bat operations in Iraq and Afghanistan. 

I am here today to talk about how we accomplish our mission 
through close collaboration with the military services, the combat- 
ant commands, the distribution process owner and with General 
Schwartz, to my right, at U.S. Transportation Command. We are 
a link between our warfighters and the great American industrial 
base. 

DLA is an integral part of the military logistics system. The 
Army, Navy, Air Force, Marine Corps, and Coast Guard rely on 
DLA supply centers to source and provide food, fuel, medical sup- 


^The joint prepared statement of Mr. Bell, General Schwartz, and Lieutenant General Dail 
appears in the Appendix on page 27. 
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plies, clothing, construction and barrier material, and we also pro- 
vide more than 90 percent of aviation, land, and maritime weapons 
systems spare parts. We receive, store, and issue DLA and military 
service assets at our distribution centers located across the conti- 
nental United States, Hawaii, and in key en route infrastructure 
locations overseas. Our Defense Reutilization and Marketing Serv- 
ice is a key partner in the reuse or disposal of property no longer 
required by the individual military services. 

In recent years, DLA and the U.S. Transportation Command, the 
Department’s strategic mobility provider and life provider, and as 
its distribution process owner, have forged a very strong partner- 
ship that seamlessly connects warfighters’ requirements with the 
American industrial base. This partnership, part of the 
USTRANSCOM’s DPO charter, helps synchronize key DOD supply 
chains, ensuring that material arrives in theater, on time, to the 
warfighters who need it. 

The past 2 years have been very busy for the Defense Logistics 
Agency, U.S. Transportation Command, and the military services 
as we have worked to transform and employ new methods and ca- 
pabilities to manage DOD’s supply chains. 

I have listed and discussed the various joint supply chain initia- 
tives in my formal written statement to the Subcommittee: The 
Joint Deployment and Distribution Operations Centers (JDDOCs) 
that General Schwartz mentioned; the Joint Regional Inventory 
and Materiel Management Initiative that, Mr. Chairman, you men- 
tioned in your opening statement. These are initiatives that we 
have undertaken with the various combatant commands. 

The Radiofrequency Identification Technology initiatives and the 
Integrated Data Environment, Global Transportation Network Con- 
vergence Initiative that we have undertaken with the U.S. Trans- 
portation Command, and the Integrated Logistics Partnerships 
that we have begun just recently in 2006 to partner with the mili- 
tary services that promise great savings and economy while in- 
creasing output tremendously. Each of these initiatives has im- 
proved readiness and response times. They have provided 
warfighters the agility that they require to be successful wherever 
they operate around the world. 

Finally, Mr. Chairman, the Defense Logistics Agency remains 
committed to ensuring that America’s fighting forces are the best 
equipped and supplied of any force in the world. We pledge to use 
America’s resources wisely while continuing to support high levels 
of readiness in the military services. Our Nation and our freedom 
depend upon it. 

I thank you, Mr. Chairman, and Senator Voinovich, for your 
leadership, in making sure our Armed Forces continue to be strong. 

This concludes my statement, and I look very much forward to 
answering your questions. 

Senator Akaka. Thank you very much. Lieutenant General Dail. 

Now we will hear from Bill Solis. 



11 


STATEMENT OF WILLIAM M. SOLIS, ^ DIRECTOR, DEFENSE 

CAPABILITIES MANAGEMENT, U.S. GOVERNMENT AC- 
COUNTABILITY OFFICE 

Mr. Solis. Chairman Akaka, Senator Voinovich, thank you for 
the opportunity to provide an update on the progress made by the 
Department of Defense for resolving longstanding problems with 
supply chain management. The challenges to successfully improv- 
ing the management of DOD’s vast and complex supply chain net- 
work are formidable, and your active involvement has been and 
will continue to be vital to keeping attention focused on this impor- 
tant aspect of DOD’s business and logistics support operations. 

My comments will focus on four issues: First, DOD’s overall 
progress in implementing its supply chain management improve- 
ment plan; second, its progress in implementing joint theater logis- 
tics, one of the 10 initiatives in DOD’s plan; third, I will discuss 
other recent work we have completed on aspects of supply chain 
management; and fourth, and finally, I will address broader, 
though related, issues of defense business transformation, logistics 
governance, and strategic planning within DOD. 

Regarding DOD’s supply chain management plan, DOD has 
shown progress in developing and implementing its improvement 
initiatives, which are intended to address three main focus areas: 
Requirements forecasting, asset visibility, and material distribu- 
tion. As previously mentioned, DOD has established Joint Deploy- 
ment Distribution Operations Centers in each geographic combat- 
ant command, following the reported success of the first such oper- 
ation in Kuwait. DOD has also reported initial success with a stor- 
age and distribution initiative known as Joint Regional Inventory 
and Material Management. In March 2007, the DLA was tasked to 
be the lead proponent for the continued worldwide implementation 
of this initiative. Furthermore, in the Defense Transportation Co- 
ordination Initiative, DOD has taken numerous actions to incor- 
porate the lessons learned from a prior prototype program and, 
moreover, has taken positive steps to adopt best practices employed 
by other public and private organizations. 

Despite these examples of progress made, since the last hearing 
before this Subcommittee in July 2006, we have not seen signifi- 
cant changes in how DOD proposes to measure the impact of these 
initiatives in its plan. As before, the plan contains four overarching 
performance measures, but these are not well-linked with the indi- 
vidual improvement initiatives or the three focus areas, limiting 
DOD’s ability to fully demonstrate the results achieved through its 
plan. Furthermore, some of these initiatives are in their early 
stages, with full implementation several years away. 

Regarding joint theater logistics, we found in our recent work 
that DOD has not taken a coordinated and comprehensive manage- 
ment approach to guide and oversee this initiative. Rather, devel- 
opment and implementation of joint theater logistics has been frag- 
mented among various DOD components largely because of a lack 
of specific goals and strategies, accountability for achieving results, 
and outcome-oriented performance measures. 


^The prepared statement of Mr. Solis appears in the Appendix on page 49. 
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Further, DOD faces challenges that hinder specific joint theater 
logistics efforts to improve distribution and supply support to the 
warfighter. For example, initiatives to improve the coordination of 
surface transportation assets, mainly trucks, in a theater of oper- 
ations face challenges such as potential duplication of responsibil- 
ities, the unavailability of information technology tools, and unclear 
lines of command and control. 

Despite the benefits attributed to the Joint Deployment Distribu- 
tion Operations Center in Kuwait, effective management of supply 
distribution across the theater has been hindered by ongoing prob- 
lems in achieving asset visibility. Senior military commanders in 
Kuwait attributed these problems to a lack of interoperability 
among information technology systems that make it difficult to ob- 
tain accurate and timely information on assets in the theater. 

We also found continuing problems with container management 
that hinder asset visibility and impede DOD’s ability to effectively 
manage logistics operations and costs. Some challenges that DOD 
faces with container management include the application of radio 
frequency identification tags on containers in the supply chain, 
compliance with container management processes, and the return 
of commercial containers to maritime carriers. 

Our other recent work has identified continued systemic weak- 
nesses in aspects of DOD’s supply chain. In February, we reported 
that problems continue in managing Army’s prepositioned stocks. 
Despite recent efforts to improve requirement setting, the Army 
has not yet determined the reliable requirements for secondary 
items and operational project stocks. 

In March, we reported that the military services are experiencing 
difficulties in estimating the length of time between the initiation 
of a procurement action and the receipt of spare parts into the sup- 
ply system for equipment and weapons systems. 

In April, we reported continuing problems in Air Force’s inven- 
tory management practices, hindering its ability to efficiently and 
effectively maintain its spare parts inventory for military equip- 
ment. 

Specifically, from fiscal year 2002 through 2005, an average of 52 
percent, or about $1.3 billion, of the Air Force’s secondary on-order 
inventory was not needed to support on-order requirements. Fur- 
ther, about 65 percent, or about $18.7 billion, of on-hand inventory 
was not needed to support required inventory levels. We calculated 
that it also costs the Air Force from $15 million to $30 million a 
year to store its unneeded items. 

Finally, I would now like to turn to broader issues affecting sup- 
ply chain management. Transforming and improving defense busi- 
ness operations are integral to resolving supply chain management 
operations. Because of the complexity and long-term nature of the 
business transformation, we have stated that DOD needs a Chief 
Management Officer with significant authority, experience, and a 
term that would provide sustained leadership and the time to inte- 
grate DOD’s overall business transformation efforts. Based on our 
work, pending legislation, and other recent studies, it is clear that 
a broad-based consensus has emerged that the status quo is no 
longer acceptable. 
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As our work on joint theater logistics indicated, DOD may also 
need to re-examine fundamental aspects of logistics governance and 
strategy. The diffused organization of DOD’s logistics operations, 
including separate funding and management of resources and sys- 
tems, complicates DOD’s ability to adopt a coordinated and com- 
prehensive approach to joint theater logistics. In this respect, joint 
theater logistics may serve as a microcosm of some of the chal- 
lenges DOD faces in resolving supply chain management problems. 

In the governance area, DOD has been testing, as mentioned, a 
new approach to managing joint capabilities as a portfolio, but key 
decisions are still to be made on how to implement this approach. 
In addition, DOD plans to develop an overarching logistics strat- 
egy, but has delayed the completion of that strategy until sometime 
next year. 

In closing, DOD officials believe that the commitment they have 
demonstrated to resolving supply chain problems, including the de- 
velopment of the plan and making progress in implementing initia- 
tives, justifies removing this area from our high-risk list. In pre- 
paring the January 2007 biennial update to the high-risk list, we 
decided that notwithstanding the positive steps tafen by DOD to 
address problems, supply chain management should remain on our 
high-risk list until DOD can successfully demonstrate improve- 
ments in requirements forecasting, asset visibility, and materiel 
distribution. The work we have completed since January 2007 reaf- 
firms our decision to retain supply chain management as a high- 
risk area. 

We look forward to continuing our work with the Department to 
provide an accurate appraisal of the progress toward the goal of 
successfully resolving problems that have hindered effective and ef- 
ficient supply chain management. 

Mr. Chairman, Senator Voinovich, this concludes my prepared 
remarks. I will be happy to answer any questions. 

Senator Akaka. Thank you very much, Mr. Solis. 

General Schwartz, according to GAO, the Department has bought 
out over 25,000 containers that were accumulating detainment 
fees. This cost taxpayers about $203 million, and now the con- 
tainers belong to the Department of Defense. In addition to this, 
we have lost over 54,000 containers. 

What do you plan to do with all of these containers? Do you, for 
example, plan to sell any of these to recoup some of those costs? 

General Schwartz. Mr. Chairman, let me address that by first 
articulating how we got to where we are at. You are quite right 
that this is an area that has been difficult to manage. 

Let me take you back to October 2001 and try to describe the pic- 
ture of missions beginning to occur in Afghanistan. It is a land- 
locked country. It is not a country with a lot of developed transpor- 
tation infrastructure. There isn’t a single oil refinery anywhere in 
the country, for example. And so we were very much in an expedi- 
tionary mode in that time frame, beginning combat operations. And 
so containers were used for many different things there. They were 
used for storage. They were used for places for people to sleep. 
They were used for force protection purposes. You can imagine the 
various uses. And so unquestionably there was a large number of 
detained containers that belonged to carriers that were put to use 
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in ways that commanders on the ground felt was necessary in 
order to accomplish their missions. 

Now, with that as background, we beam forward several years. 
The current numbers that I have for containers in the Central 
Command AOR is there are about 110,000 government-owned con- 
tainers, about an additional 30,000 which are leased, and then 
there are about 4,400 which are under detention, i.e., carrier owned 
but in our possession, about 3 percent. That is at least a third of 
where we once were. 

So how did we make the improvements over time from a com- 
pletely expeditionary mode to something more in the sustainment 
mode and to where we are now driving the numbers down further? 
Two major things. In the early days, sir, we did not have a dedi- 
cated element to manage containers in the theater, nor did we have 
software that would do this. We do now. We have a dedicated con- 
tainer management element in Central Command that works, both 
the management, the training of people in logistic elements in the 
various commands in Afghanistan and in Iraq, and likewise main- 
tains the database. So what we have done is dedicate resources to 
managing both the assets and the problem. 

To conclude, sir, your question about what do we do with those 
assets we own, as you are aware, the government maintains a cer- 
tain number of assets, whether it be airplanes or ships or con- 
tainers or pallets for loading airplanes in reserve for those mo- 
ments when we might be called upon to surge. So we will maintain 
in reserve status a number of containers so that we don’t run into 
the scenario we had in Afghanistan again, that instead of sending 
carrier containers into an austere area, we will send government- 
owned containers. 

Second, the excess amount of containers, what we will try to do, 
frankly, is find folks who we can lease them to for use, and we can 
get them back if that is necessary. So there is a business piece to 
this in terms of making them available to industry for use, and 
then there is a part to it for having a reserve so that we don’t 
again fall into the situation where we don’t have enough con- 
tainers, that we have to use commercial ones to do our mission. 

Thank you, sir. 

Senator Akaka. Thank you. General Schwartz. I am wondering 
though, did these containers make it to their destinations? What 
were in those cointainers, and were they empty when we lost 
them? 

General Schwartz. Sir, I am sure it is some of all of the above. 
It is important to understand that, again — and you have traveled 
to both Afghanistan and Iraq. I know both of you have. You will 
see containers being used for a number of functions. For sure there 
are no more carrier containers that are out there being used for 
storage and so on. But I think it is key to understand that we got 
on top of this once we recognized how severe the problem was, and 
I believe that we are on the glidepath here not only to correcting 
the problem in the short term, but having a longer-term posture 
which is correct for the Armed Forces. 

Finally, sir, I think it is important to recognize that much of the 
container detention was not dry goods. These were refrigerated 
containers. And, again, if you think back to the Afghanistan see- 



15 


nario, there was not permanent cold storage in Afghanistan. And 
so one of the things that occurred was use of refrigerated con- 
tainers to store foodstuffs for our troops that we now are building 
some temporary sort of permanent cold storage to compensate. But 
that occurred several years after the initiation of combat oper- 
ations. 

Senator Akaka. Thank you. We will have another round. Senator 
Voinovich, your questions. 

Senator Voinovich. Mr. Solis and Mr. Bell, I am concerned that 
the substantial progress that we have seen in the supply chain 
management will be lost with the change in leadership due to a 
new Administration. We are running out of time. In your opinion, 
does the supply chain management improvement plan that you 
have worked very hard on, have the necessary metrics in place to 
institutionalize the progress made and ensure that no time is lost 
with the change in leadership? 

Mr. Bell. Thank you. Senator Voinovich. We are concerned 
about several levels of institutionalizing the progress that we have 
made, and we are focusing on those areas. For example, for the dis- 
tribution process owner authorities, we have worked very diligently 
to get approval of the internal direction, the directive, and the in- 
structions that are necessary to institutionalize that function to 
transcend administrations. That process has been completed. The 
coordination is done. We expect those to be signed up within the 
next 2 weeks. They are both up in the Under Secretary’s office and 
the Deputy Secretary’s office for signature. 

Similarly, we are working on institutionalizing the introduction 
of metrics for measuring supply chain performance. One of the 
functions of the joint logistics portfolio governance test has been to 
test the use of metrics across the entire supply chain from the ven- 
dors actually all the way through the theater logistics commands 
and theater support logistics to the end user, and customer wait 
time and time-definite delivery and perfect order fulfillment are 
key output metrics that we believe as a result of the governance 
test we can institutionalize. 

The next component, though, to institutionalize them is we have 
to have certain enabling capabilities such as global asset visibility, 
which we are working on with our RFID, both sensor-based and 
satellite-based. We have to develop those capabilities to have real- 
time visibility in where our assets are so that we can measure how 
we are performing in terms of customer wait time or perfect order 
fulfillment. 

We think there are some challenges involved in that process, but 
we are making significant progress, we believe, so that it will not 
only transcend the change in political administrations, but will also 
transcend the normal rotation of military leadership in some of the 
key joint functions. 

Senator Voinovich. Mr. Solis. 

Mr. Solis. I would offer that as it pertains to the plan, there are 
still 

Senator Voinovich. Mr. Solis, Deputy Secretary England has 
asked for Supply Chain Management to be removed from the GAO 
high-risk list. Was a lack of metrics a reason for not removing a 
supply chain? 
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Mr. Solis. Well, I think that is part of it. I think there are other 
reasons, as I mentioned in my oral statement. But pertaining to 
that, I think six of the ten initiatives do not have any outcome 
measures that are associated with it. Also, I think nine of the ten 
initiatives still do not have any cost metrics. And so it becomes dif- 
ficult for us or anybody else to measure how they are doing on the 
particular initiatives. 

Let me be clear. Each one of these organizations here has their 
own internal metrics, but the linkage of their metrics, as it relates 
to the plan, as it relates to the initiatives in the plan, and how it 
relates to the four overall metrics in the plan is not clear. And that 
is why we talk about the lack of metrics. It becomes difficult to 
measure the progress, as it pertains to these particular initiatives. 

Senator Voinovich. You just heard from Mr. Bell. What is your 
comment about what he just indicated? And has there been any 
communication in the last several weeks or months dealing with 
what he just talked about in terms of metrics? 

Mr. Solis. Well, I know we have committed to get together and 
talk as we have in the past. We will continue to have these discus- 
sions, probably even shortly after this hearing. 

Senator Voinovich. Well, one of the things that I was pleased 
about and I know Senator Akaka was pleased about is that we re- 
quested that the Department of Defense, the Government Account- 
ability Office, and the Office of Budget and Management come to- 
gether and develop kind of a consensus on what the plan should 
be. And from what I understand, that has come along quite nicely. 
But what you are saying is that in some of these areas, you just 
have not had a meeting of the minds. 

Mr. Solis. Well, DOD has a plan, but again, some of the initia- 
tives are still a ways off and, in fairness, some of them are just be- 
ginning. Also, in our view, they are still lacking the outcome meas- 
ures that we would like to see so that we can better see where they 
are in terms of the progress. 

Senator Voinovich. I would like to have you prepare a list — 
some of that is in your testimony, but prepare a list, get it over to 
Mr. Bell, have him respond to it, and see if we cannot stay on top 
of this so that maybe 6 months from now, when you come back, you 
can all say that you have worked something out and that you agree 
on it. 

Is RFID working out as well as you believed it would? What kind 
of help did you get from the private sector? 

General Schwartz. Senator, if I may at least lead, RFID has a 
number of applications. It has applications in terms of in-transit 
visibility, containers that are moving and so on. It also has applica- 
tions in terms of inventory management, and General Dail can ad- 
dress that in greater detail. But an important notion here is that 
while — I have been to Bento nville, Arkansas, we will soon visit 
Best Buy, and there are very fine companies out there employing 
various aspects of RFID, whether it be passive or active or other- 
wise. 

The one thing to appreciate, there are some differences about our 
business models, if you will. In the end, Wal-Mart stores don’t 
move — ours do. And so there are some differences here that one 
has to accommodate. Nonetheless, they are a powerful example to 
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us, and we are pursuing putting the right kind of RFID on the 
right purpose. 

For example, active tags cost at the moment $65 apiece. They are 
expensive. They hold lots of data. You can put one on a container, 
and it can tell you every single box that is in the container. 

Passive tags, on the other hand, are maybe 65 cents apiece, and 
at that kind of economics, you can maybe put a passive tag on 
every box. And General Bail can use that in his warehouse if he 
chooses to. 

The key point here is that there are different kinds, and it is im- 
portant to apply the right kind of technology to the right problem. 
And I think in the case of Wal-Mart, if you have been reading the 
literature, they implemented a passive ID strategy, and they have 
been adjusting this a little bit. They discovered that it was not pro- 
ducing the outcome that they desired. 

So there is still some experimentation going on, sir, and very im- 
portantly, we are committed to this. Our plan for executing this on 
behalf of the Department will be certainly available for your pe- 
rusal in the September time frame, and it will include both the in- 
transit segment and the inventory management segment. 

Senator VoiNOViCH. Could I ask just one more question. Senator 
Akaka, to follow up on that? 

Senator Akaka. We will have a second round. Thank you. Sen- 
ator Voinovich. 

Mr. Bell, your testimony says that the Logistics Roadmap plan 
will now be complete next summer. 

Mr. Bell. Yes, sir. 

Senator Akaka. This is more than a year after what we were told 
last year. You say that it will be released after finishing up the lo- 
gistics capability portfolio management tests. Why does a document 
that will contain “planned and desired capabilities” have to rely on 
this current test? 

Mr. Bell. One of the reasons is that the concept of portfolio gov- 
ernance is a different concept of how we work towards support of 
the joint warfighting effort in dealing with the current authorities 
that we have within the Department of Defense in which there are 
significant Title X authorities that are vested with the services, 
and the question is how do we integrate those most effectively. 

The governance concept looks at taking a cross-department view 
of the development of capabilities. We think it is critical in terms 
of the Logistics Roadmap that we adopt that cross-department view 
of governance in developing our capabilities going forward, and 
that is the reason we made the decision to defer completion of the 
roadmap until we could see the extent to which we could apply this 
governance concept in getting to a joint approach to the whole De- 
partment’s capabilities. 

Senator Akaka. Since it has been delayed for over a year because 
of testing of one new capability, what is to stop it from being de- 
layed again? Can you commit to this Subcommittee that you intend 
to have the roadmap by next summer? 

Mr. Bell. We certainly do intend to do that. We think this delay, 
while it seems to be unusually long for a single-capability view, is 
actually a critical step forward in developing a joint approach to 
governance as the DPO concept has been, as the defense logistics 
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executive concept has been. Otherwise, we obviously would not 
have deferred completion of the roadmap until we had finished this 
test. 

Many elements of the so-called Logistics Roadmap are well devel- 
oped. Many of the metrics in terms of output metrics of supply 
chain performance we believe are falling into place. We can develop 
the capabilities to measure performance against those metrics. 
While we have some disagreement with GAO regarding metrics as- 
sociated with specific improvement initiatives within the overall 
improvement plan, I believe GAO would acknowledge that, in 
terms of supply chain overall performance metrics, we are focused 
in the right direction. 

So many of the elements of the Logistics Roadmap are well in 
place, and we think with the addition of this concept of joint gov- 
ernance across departmental lines, it will be a significant improve- 
ment in our capabilities. 

Senator Akaka. I understand that TRANSCOM is working on an 
internal plan called Theater Enterprise Deployment and Distribu- 
tion (TED2). Is the TED2 document related to the Logistics Road- 
map currently under development at DOD, General Schwartz? 

General Schwartz. Chairman, it is indirectly related, but it is an 
independent initiative, and it is an example of what I would call 
portfolio management with a small P and a small M, not the cap- 
ital P, capital M that the Secretary was addressing. 

What we are doing is recognizing that in the theater there are 
multiple systems. Senator Voinovich mentioned that some cannot 
talk to one another; they don’t interact easily in terms of data 
transfer and so on. This particular initiative is producing results in 
terms of narrowing down the numbers of systems and making sure 
that, in fact, they are interoperable. 

A case in point: We currently have two port management sys- 
tems. One is called the Worldwide Port System. It is an Army-de- 
veloped product. And then there is a system called the Global Air 
Transportation Execution System (GATES), which is an Air Force 
product. 

Now, where we all came from, services develop their own sys- 
tems, and at one time there was not the emphasis on assuring 
interoperability and so on. And what we are doing is converging 
these two to a single port system so that if Marines arrive or Army 
arrives or Air Force arrives, we will be operating essentially the 
same piece of software. That is the kind of portfolio management 
I am doing as the distribution process owner, and it applies, at 
least indirectly, to this notion that you referred to earlier. 

Mr. Bell. If I may, in fact, those kinds of portfolio views across 
the Department in terms of developing interoperable capabilities is 
exactly what the overall portfolio governance test is about. 

Senator Akaka. I have a final question, but before I ask it, let 
me ask Senator Voinovich whether you have any further questions. 

Senator Voinovich. Yes, I do. 

Senator Akaka. Will you proceed? 

Senator Voinovich. Thank you. Mr. Bell, your tenure will end 
with this Administration. Is that right? 

Mr. Bell. Yes, sir. 



19 


Senator VOINOVICH. General Schwartz, how many years do you 
have left in your current job? 

General Schwartz. Sir, at least until the summer of 2008 I think 
is what the Secretary has indicated. 

Senator VoiNOViCH. General Bail. 

General Bail. Sir, I am intending to stay in this position for an 
indefinite period until my period of service is over. I would cer- 
tainly think spring of 2009. 

Senator VOINOVICH. General Schwartz, you have been in your po- 
sition for how many years? 

General Schwartz. Almost 2 years, sir. 

General Bail. Sir, I was his deputy for 2 years and then moved 
to BLA just this past year. I have been in my job about 10 months. 

Senator VoiNOViCH. One of the things that really disturbs me is 
the change of responsibilities is much too quick in the military. I 
remember Wright-Patterson Air Force Base where people would 
come in 3 years and then out they go. This does not really lend 
itself to transformation. 

Bo you have civilians that are underneath you that are going to 
be around for a while? I would like to know how long you are going 
to be in each of your positions and who are the people that report 
to you and how long are they going to be around. 

When you put together your plan to reform or transform, do you 
have a list of things based on the potential to save money? Bid you 
approach them with the idea of saving money, or did you look first 
to see what the low-hanging fruit was and then thought, well, we 
can knock these off easy and we will get on with the other ones 
after we have done the easy stuff? 

General Schwartz. I have to answer yes to both. 

General Bail. It is a combination. 

General Schwartz. It really is. We are. Senator Voinovich, tak- 
ing a concerted business case approach to this, and that is why use 
of satellite technology, for example, has application in a place like 
Pakistan, where we are moving cargoes from Karachi into Afghani- 
stan over a ground line of communication without any military 
footprint whatsoever. And so that is a place where a satellite track- 
ing capability perhaps has an application. But it is expensive, and 
so you are not going to do that on a line of communication over 
which you exercise exclusive control. 

So the bottom line is our approach to this, as I indicated earlier, 
is to apply the right technology to the right problem, and it has to 
have a business case. 

Senator Voinovich. When you started this project, if I asked you 
do you have a number that you thought you might save as a result 
of putting this new system in place, and then to be able — so you 
can compare? You said $65 for one gizmo and 65 cents for what you 
called passive. 

General Schwartz. Right. 

Senator Voinovich. Have you got those numbers on a piece of 
paper so you can compare them? 



20 


General Schwartz. I can provide that for you for the record, sir.^ 
I think it is accurate to say that our initial motivation on this was 
to provide in-transit visibility. An example, on December 21, 2006, 
sir, if you would buy your wife a gift off the Internet for Christmas, 
you get a tracking number, and you put that into one of the 
websites for the major transportation carriers, and you can see that 
box coming to you. As long as you can see that gift coming to you, 
on December 23 you are probably not going to buy your wife a 
back-up gift just in case the first one you ordered does not make 
it because you do not want that to occur. 

Believe it or not, supply sergeants operate exactly the same way, 
and so the initial purpose of this was to provide that visibility of 
that product moving through the supply chain, so that we changed 
behavior at the receiving end. 

So part of this was behavioral, was transformation organization- 
ally, and so on. There is a business case for RFID, and I will be 
happy to provide that to you for the record, sir. 

General Dail. Sir, if I can just add one comment, the Chairman 
mentioned earlier about the Joint Regional Inventory Materiel 
Management Initiative we have in Pearl Harbor that will support 
all four of these service components on the Island of Oahu. When 
we entered into the next phase, which we will again this coming 
fiscal year, our intent is to take radiofrequency identification tech- 
nology and, with the help of General Schwartz and his command, 
instrument up the island. And then I will purchase some additional 
stock and position it at Pearl Harbor. 

We think, as we have discussed with the services, that the re- 
turn, because of the confidence level that it will have with visibility 
of stock on the island and coming from the United States en masse 
in horizon lines coming into the State, that we will be able to get 
that replenishment on the surface transportation and not have to 
use air transportation and military aircraft. And that will save the 
services $2 to $3 million a year, and we think that is a business 
case that for the first time we have been able to apply to an actual 
initiative that we have been able to do together at USTRANSCOM 
and the Defense Logistics Agency. 

So I think sometimes we do take low-hanging fruit, but some- 
times I think we have been able to apply a business case to an ini- 
tiative and a new way of doing business on the island of Oahu. 

Senator VOINOVICH. Finally, if I asked you what equipment you 
now have in Iraq — humvees and Strikers and so on and so forth — 
could you tell me what you have there? 

Mr. Bell. I think we could provide that report to you, sir, from 
the services. 

Senator VoiNOViCH. Do you have any idea what percentage of the 
equipment that we have in the total Defense Department is there — 
15 percent, 20 percent, or 50, 75, 80 percent? Does anybody know 
that? 

Mr. Bell. Rather than guessing, I would rather take that as a 
question for the record if we could. 

Senator VOINOVICH. I would like that very much. Thank you. 


^ Copy of the “Business Case Analysis for Radio Department of Defense Passive Radio Fre- 
quency Identification,” submitted for the record by General Schwartz appears in the Appendix 
on page 307. 
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Senator Akaka. Thank you, Senator Voinovich. Let me get into 
a third round, and this is for the three of our DOD witnesses. 
When we eventually begin redeploying forces in Iraq and Afghani- 
stan, this moment will present a significant logistical challenge 
since we have been there for several years now and moved many 
assets there. 

What planning, if any, have you done to ensure that we have the 
logistics capability to leave the theater and return our assets back 
to the United States? Mr. Bell. 

Mr. Bell. Yes, sir. It is obviously fair to say that we have exten- 
sive planning activities currently underway throughout DOD ad- 
dressing that question so that when the time comes and the deci- 
sion is made to begin to draw down forces that we will have put 
in place the capabilities logistically to do that in the right order 
with the right amount of equipment coming down in the right se- 
quence. 

That effort has been underway for some time and is being dis- 
cussed at all levels, both in CENTCOM in Iraq as well as at the 
Pentagon. 

Senator Akaka. General Schwartz. 

General Schwartz. Sir, I would concur with that. I would say 
that our objective — and this is really Central Command’s objec- 
tive — is to execute a retrograde, the redeployment, whatever that 
turns out to be, with the same precision that we would execute a 
deployment. 

To take you back a few years, during the roll-up for Desert 
Shield/Desert Storm, materiel returned to the United States with- 
out good visibility, went to the wrong port, materiel was lost. We 
will not repeat that exercise. And one of the things we are doing, 
Mr. Chairman, in cooperation with the Army Materiel Command — 
General Ben Griffin is a case in point. The Congress appropriated 
roughly $15 billion to the Army to execute RESET of equipment. 
My promise to Ben Griffin was he would not lose a vacancy on a 
RESET line because I did not get the piece of equipment back to 
him on time. And so we, as a result of working the RESET pro- 
gram, have sharpened our focus and our procedures, are making 
sure that stuff that is heading westbound arrives at the right port, 
has the right transportation plan back to the forts and so on. 

I am not Pollyannish about the challenge this will be. This will 
be a major undertaking. But I am confident that we have the pro- 
cedures in place and the commercial and organic military capacity 
to make it happen. 

Senator Akaka. General Dail. 

General Dail. Sir, I would echo the comment that General 
Schwartz made about our entire focus would be on ensuring that 
we support Central Command’s, Admiral Fallon’s plans to execute 
whatever operations that he would undertake. Defense Logistics 
Agency is a largely contractual operation, so we have already 
begun planning about what kinds of capabilities we would need to 
increase to support a redeployment of some sort in the future. In 
our case. Defense Reutilization and Marketing Service, which deals 
with the reuse, disposal, proper handling of hazardous materials, 
those kinds of movements and retrograde operations back to the 
continental United States or some other locale that may have a 
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vendor that may want to procure some retrograde material or 
scrap, to the point where we may want to increase some of our 
other contractual capabilities in Kuwait and some other areas to 
support a precise redeployment of capability. We are linked at this 
point in time with the proper folks in U.S. Central Command, U.S. 
Transportation Command. 

Senator Akaka. Mr. Solis, GAO did not make any recommenda- 
tions relating to container management, yet I see it as one of the 
more interesting parts of your report. Do you think that container 
management is just a symptom of overall management issues? 

Mr. Solis. Well, from my perspective, I think it has been a 
longer-term problem, and I would even go back beyond 2001. When 
I think back to the first Gulf War, you heard a term referred to 
as “Iron Mountains,” and those were referring to not only just the 
equipment, but all the containers that were piling up. So this is, 
again, one of the reasons why we felt it was something that needed 
to be addressed in the longer term. 

As we looked at this, we first reported on the problems back in 
2003 about the containers and the lack of visibility. As our current 
work has shown, there is still a problem. However, there are efforts 
by the Department and TRANSCOM to try to get a handle on it. 
I think what we are going to do is probably track that as it moves 
to see how this pans out over the next several months or year to 
see if they get a hold of this. 

Senator Akaka. Do you think the container problem has been 
solved? 

Mr. Solis. I think it remains to be seen. In fact, one of the 
enablers to track this, of course, is the RFID tagging system. And 
as we mentioned in our JTL report, there are still inconsistent ap- 
plications, such as whether the tags are on there and whether the 
information on the tags is accurate. And so I think there are still 
issues related to whether they are going to be able to track those 
containers given the processes that are currently in place. 

As General Schwartz mentioned, Afghanistan is another issue, 
and it could be problematic just in terms of the geographies itself 
So, again, I think it remains to be seen over the next several 
months or so to see how the handle will be — how they will get a 
handle on this in terms of dealing with the issue. 

Senator Akaka. Finally, let me ask Mr. Bell — and I am tagging 
this onto a question that Senator Voinovich asked, too. I would like 
to end with a question about sustainability of the Department’s ef- 
forts in supply chain management. In less than 18 months, there 
will be a new Administration running the Department of Defense. 
What steps are you taking now to ensure that progress made so far 
does not end when the civilian leadership turns over at the Pen- 
tagon? 

Mr. Bell. Thank you. Chairman Akaka. Several important steps 
we have underway. As a team here, we are focusing in our overall 
supply chain management efforts to institutionalize all of the key 
elements of the improvement program, and you have heard dif- 
ferent elements of that described today. 

On a personal basis, within my shop, I have identified and des- 
ignated a Principal Deputy, Assistant Deputy Under Secretary of 
Defense, who is well known to you, Alan Estevez, who has reported 
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to you frequently, who will have the responsibility for managing 
the transition on the carry-through on all of the items that we have 
in implementation. And Mr. Estevez, as you know, has heen inti- 
mately involved in the whole supply chain improvement program 
during this period. 

We are also working with the other commands to make sure that 
the elements that we need to have in place get sufficiently docu- 
mented so that when there is a transition occurring in Administra- 
tions, our plan is to have a transition handover hook available for 
the new Administration that identified all the new initiatives and 
all of the key points of contact within the Department of Defense 
that are working on these initiatives. 

Senator Akaka. Thank you very much. Senator Voinovich. 

Senator Voinovich. General Schwartz, to improve end-to-end 
supply distribution, the Secretary has designated your command as 
the Department’s Distribution Process Owner. However, GAO has 
noted instances of overlapping roles and responsibilities in the De- 
partment that the Department clearly define the responsibilities 
and authorities of the DPO in relation to other players in the dis- 
tribution process as an issue of chain of command. 

This past April, the Defense Business Board recommended that 
DOD take steps to clearly identify decisionmaking authority for 
supply chain integration and to clearly define responsibilities and 
authorities for all players in the supply and distribution process. 

To what extent do the DPO responsibilities and authorities need 
further clarification? Do you have the necessary authority to break 
through the stovepipes in DOD’s supply chain and logistics system 
in order to improve the efficiency of the overall system? In other 
words, once you get it done, are you in a position where you could 
make it happen? Do you have the authority? 

General Schwartz. I do. As a practice, sir, I do not assert domin- 
ion. You can accomplish certain things by brute force, but it seems 
to me that the approach that we have followed is, again, to try to 
make the case for those things we think are needed, and sometimes 
there is a bit of friction, and I will admit that openly. But I must 
tell you that we have not failed to do something that we were com- 
mitted to do. We have overcome all resistance. For example, re- 
cently the Joint Requirements Oversight Council approved our ex- 
peditionary port-opening capability. There was some resistance 
from the services on that initiative. We overcame that because we 
were persistent. 

I think it is important that, as Secretary Bell mentioned, we 
have our charter document, which is over 10 years old that has not 
been updated, that soon will be signed out by the Under Secretary 
and the Deputy. The DPO instruction is soon to be approved, and 
I would say more importantly, frankly, that responsibility now re- 
sides in the Unified Command Plan. And, Senator Voinovich, the 
Unified Command Plan has the President’s ink on it, and every- 
body gets that. 

So I think this is in part a matter of authorities that are docu- 
mented. I think they very soon will be in an end-to-end fashion. 
And it is also a matter for us to be persuasive, that this is the way 
to proceed. And I must tell you — and General Dail can confirm 
this — that the services recognize the pressures they are going to 
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face in a declining — in a post-Operation Iraqi Freedom environ- 
ment. And so they are looking for ways to be prudential and more 
efficient. 

What our obligation is is to make a case that is compelling and 
they will follow our lead. That is what we have seen thus far. In 
those cases where we have to compel cooperation, the Deputy Sec- 
retary has been more than receptive of accomplishing that task on 
our behalf 

General Bail. Senator, I would like to add that, in addition to 
the authorities that he spoke to, I think it is something that you 
mentioned earlier about a succession strategy and making sure 
that you have people that continue to stay on long enough to un- 
derstand what the intent and what the vision is for the DOB sup- 
ply chain. I served for General Schwartz at U.S. Transportation 
Command, and my movement to the directorship at DLA — the rela- 
tionship that we enjoy professionally has made it a lot easier to 
build these capabilities and these initiatives together. And I think 
that when we provide a business case, something that is of value 
to the military services, they have come forward and willingly have 
asked to participate in these improvements and in these initiatives. 

Senator VoiNOViCH. So you use the power of the obvious benefit. 

General Bail. Yes, sir. 

Senator Voinovich. But if that does not work, you can use other 
methods. 

General Bail. Absolutely, sir. 

Senator Voinovich. Yes. What was the receptivity to the Busi- 
ness Board’s recommendations? And if they were well received, how 
long do you think it will take you to respond to them? 

General Schwartz. Sir, in fact, I, General Bail, and the Sec- 
retary met with the Business Board 3 weeks ago, and as I under- 
stand it, they are going to brief the Deputy Secretary on the result 
of that interaction tomorrow afternoon at lunch. And we have an 
obligation, the three of us do, within a matter of weeks to get back 
to the Secretary after tomorrow’s session with our take on that ses- 
sion. 

I think the bottom line is there was fundamentally violent agree- 
ment. There is a view that the board has had over time that there 
should be sort of a King of Logistics, if you will, either a Joint Lo- 
gistics Command or other such solutions. I personally do not favor 
that. But beyond that one area of disagreement on how much pur- 
view one individual should have in uniform, I think there is agree- 
ment with their fundamental argument that we need to document 
the authorities, we need to make sure that this process improve- 
ment mechanism and the supply chain oversight mechanism is well 
institutionalized. And that is what we will tell the Secretary. 

Senator Voinovich. And you will get back to the Board, in other 
words, the Board will come back to them and say here is what we 
have done as a result of that, and so you will get some feedback 
from them so they know how you are responding to it. 

General Schwartz. Yes, sir. 

Senator Voinovich. I would just like to finish on this note. I 
think that you mentioned that the pressure is going to be on the 
Defense Department, and I think that is a very good observation. 
I think one of the things that the American people have not recog- 
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nized is because of the war in Iraq and Afghanistan, the tripling 
of the amount of money that we spend for the 22 agencies and the 
Homeland Security, that an enormous amount of money has gone 
out, and that the nondefense discretionary budget has been 
squeezed pretty hard. And there is going to be a lot of pressure to 
get back to putting more money in that area because of the fact 
that some are concerned about the fact at this stage of the game 
that maybe we are eating our seed corn and not doing some things 
that we ought to be doing in terms of our competitiveness. 

So I think that the more you can get that message out, the bet- 
ter, and it would be wonderful if, as a result of your work that you 
or maybe your successor can come in here and say, hey, we really 
got on this thing, and we are saving this money, and it is really 
working. 

There are a lot of folks out there that really are kind of losing 
faith in our management. I think one of the reasons why we had 
such a tough time on the immigration bill is that people just did 
not believe that we were securing the border. Then after we had 
the fiasco with the passports, they said again we cannot seem to 
get things done. And I think we need to restore people’s faith, I 
think, in the management of this government, and I made that 
very clear to Clay Johnson, who is in charge of Management over 
at 0MB. 

So good luck, and thank you very much for your effort. I think 
it is one of the most worthwhile things maybe you will have some- 
thing to do with. 

General Schwartz. Sir, all I can tell you, in our small bubble, 
we are committed to restoring people’s faith in our integrity and in 
our capacity to manage this. 

Senator Akaka. Thank you very much. Senator Voinovich. 

I want to thank our witnesses for appearing today. Removing 
supply chain management from GAO’s high-risk list is an impor- 
tant task, as you all well know. Inadequate management puts not 
only our tax dollars at risk but, more importantly, the safety of our 
warfighters serving overseas. 

I find some of the examples cited by GAO very concerning. Issues 
like container management are only a symptom of a larger chal- 
lenge that the Department faces. I look forward to continuing to 
work with the Department of Defense in the future on this issue. 
I know that Senator Voinovich and I are dedicated to getting sup- 
ply chain management off the high-risk list. 

The hearing record will remain open for 1 week for additional 
statements or questions other Members may have pertaining to 
this hearing. 

And with that, let me say thank you again, and the hearing is 
adjourned. 

[Whereupon, at 4:12 p.m., the Subcommittee was adjourned.] 
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Overview of the Department of Defense 
Supply Chain and Logistics 

Honorable Jack Bell 
Deputy Under Secretary of Defense 
(Logistics & Materiel Readiness) 

General Norton A. Schwartz 
Commander, US Transportation Command 

Lieutenant General Robert T. Dail 
Director, Defense Logistics Agency 

Chairman Akaka, Senator Voinovich and Members of the Committee: 

Thank you for the opportunity to appear before you and discuss the improvements 
we have made and current status of the Department of Defense’s (DoD) efforts to address 
areas of risk in the Department’s supply chain processes. Attending with me are Gen 
Norton Schwartz, Commander of the U.S. Transportation Command (USTRANSCOM), 
and LTG Robert Dail, Director of the Defense Logistics Agency (DLA). It is fitting that 
we appear before the committee together, for we represent key leadership of the end-to- 
end supply chain - from the source of supply policy, oversight, and execution through the 
distribution segment to the customer. We are dedicated to a continuing effort to 
implement a comprehensive, end-to-end logistics strategy. This is being accomplished, 
even accelerated, at the same time we are focusing on providing effective support for our 
currently deployed soldiers, sailors, airmen, and marines. In both areas our mission, 
vision and goals remain constant: 

Mission : Project and sustain a ready, capable total force across a range of military 
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operations and theaters. 

Vision : Provide globally responsive, operationally precise, and cost-effective support for 
America’s warfighters whenever they are deployed. 

Goal : Provide logistics support that is responsive, accurate, reliable, and accountable, 
while constantly seeking more efficient, cost-effective ways to accomplish the mission. 

It is our obligation as leaders to provide our warfighters with the policy, 
procedures, systems, and support that they need to be successful today and in the future, 
and to facilitate cultural change that will institutionalize supply chain process 
improvements across DoD. 

Today we will provide a comprehensive look at the current and future state of 
logistics and the supply chain by reviewing our recent actions and summarizing 
improvements we have made since the last hearing in July 2006. We will also address 
additional actions the Department has undertaken to improve our supply chain 
management and discuss the governance structure we are implementing to ensure 
improvements continue through leadership changes. 

Before I address those areas, I would like to compliment your respective staffs, 
and the staffs of the Government Accountability Office (GAO), and the Office of 
Management and Budget (OMB) who continue to work with the Department’s staff in 
addressing the Department’s supply chain management high risk area. Congressional 
staff, GAO, OMB and DoD logisticians have worked together to monitor progress made 
towards implementation of key initiatives as part of DoD’s concerted plan to address 
areas of mutual concern. This cooperation speaks highly of the professionalism and 
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dedication of this intra-governmental teeim. This collaboration extends to the effective 
working relationship between Mr. William Solis of GAO, who joins us today on this 
panel, and to senior members of the Congressional staff and OMB. 

Logistics and the Supply Chain 

The Global War on Terror has forced our warfighters to be more agile than ever 
before. They can only be as agile, ultimately, as the logistics support structure allows. 
TTiis means that logisticians must anticipate, where possible, and adapt to changing 
warfighter needs. With operations and supply chain working together, we are building a 
capability to move and re-supply rapidly in a continually changing environment by 
making significant changes in both logistics and supply. At the same time, we also have 
the responsibility to the American people, particularly as taxpayers, to wisely invest their 
hard earned money in our Nation’s common defense. W'e must also keep Congress, as 
the representatives of the American people, well-informed of our efforts. 

As DoD representatives have testified before this Committee previously, DoD 
Logistics is a complex business with over one million uniformed, civilian, and contract 
employees who support all aspects of the Department’s supply chain which accounted for 
$162 billion in spending in Fiscal Year 2006. The logistics team continues to effectively 
support our deployed military forces in the face of logistics challenges that have never 
been greater. Our military forces are deployed to some of the most difficult 
environments in the world, significantly accelerating the maintenance and reset 
requirements on highly sophisticated weapons systems and equipment. The need for this 
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support often occurs with short notice and occurs in some of the remotest parts of the 
world where we have little or no military presence, requiring the supply chain to operate 
over vast distances, through limited air and sea port facilities, and over very long ground 
lines of communications that cross multiple national boundaries, and involve significant 
political and security complexities. It causes us to rely upon our great United States 
industry partners and their global network of suppliers and transportation partners. 

Within Iraq and Afghanistan, our supply chain operations function in unsecure 
environments, over enemy-challenged ground lines of communications, adding 
significantly both to the level of equipment and personnel needed to provide security 
protection and to the overall cost of the logistics operation. Our significant dependence 
on industry partners and civilian contractors for key logistics and sustainment activities 
requires us to integrate our requirements for their services into our plarming and 
operational management in forward areas. Finally, logistics activities must not only 
support our warfighting efforts, but also support the activities to stabilize the security, 
health, and economic activities of host country nationals in the areas where we deploy. 

Supporting Current Operations 

Since we testified here last year, we have continued to fully support the 
dynamically changing requirements of our deployed US forces. In January through May 
of this year we have moved almost 80,000 troops and over 280,000 short tons of materiel 
to Iraq and Afghanistan and processed approximately 6,000 requisitions each day to 
Army and Marines in direct support of troops in Iraq and Afghanistan. At the same time. 
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we continually assessed and restructured our intra-theater support structure to better 
support our warfighters in the Central Command Area of Operations. We are also 
fielding new equipping programs such as the Mine Resistant Ambush Protected (MRAP) 
vehicle and flame retardant clothing — all while continuing our logistics transformation 
efforts. 

In assessing our performance, a primary metric of the supply chain is customer 
wait time, i.e., how long does it take from the time the customer orders an item until he 
or she receives the item. This is a key factor in the performance of the logistics system. 
Last year we reported that we had seen a 33% decrease in customer wait time across the 
DoD from FY 2004 through April 2006, from an average of 24 days to 16 days. Since 
then, we have seen another 6% decrease; to as low as 1 5 days. In the past year w'e have 
decreased customer wait time for Army units in the US Central Command by 12% from 
18 days to 16 days. We expect to see further progress in this number as the initiatives 
we are pursuing are implemented. In some cases, forward units don’t wait at all for key 
commodities. Food, water, clothing and medical supplies are stocked forward and 
delivered by both Prime Vendors and military assets as soon as they are requested. 
Additionally, we are tailoring our metrics around our support to the warfighter through 
established time definite delivery standards. USTRANSCOM has established over 40 
specific distribution lanes for which it measures its support to various areas within the 
Combatant Commands. USTRANSCOM briefs each of the geographic Combatants 
Commands regularly on its performance, as well as changes it is making to meet current 
and future challenges. We continue to see success through the implementation of our 
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logistics transformation initiatives, including those identified as part of the Supply Chain 
Management High Risk Improvement Plan. 

As the DoD continues to operate at an increased operational tempo due to the 
Global War on Terrorism, it is important to provide immediate decisions for critical time 
sensitive issues directly affecting the support of the war effort. To facilitate a rapid 
decision process, we have established the Office of the Secretary of Defense (OSD) 
Materiel Readiness Committee. This committee provides a single point of entry into the 
Department for the Combatant Commands and Services, to address critical war-related 
materiel readiness issues requiring senior level response or approval. 

The objectives ofthis committee include effective support of changing logistics 
requirements supporting the warfighter, efficient and effective RESET on forces 
(including issues related to transportation, acquisition, procurement, and maintenance 
activities), acceleration of readiness and cost-effectiveness, and proper stewardship of 
resources. 

Specifically, the committee addresses issues that require a change or waiver to 
DoD policy, of obtaining or invoking emergency authorities already available at the 
Department or executive level, concerning legislative authorities, or requiring 
Administration or Congressional approval. 

Logistics Transformation Across the DoD 

The Department continues to drive significant changes to the way we perform 
across the full spectrum of our logistics activities, including supply chain, from our initial 
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procurement of materiel and weapons systems, through our storage and distribution 
activities, to the warfighting customer’s processes. 

The Supply Chain Management High Risk Improvement Plan, developed in 
conjunction with GAO and 0MB, contains initiatives designed to address specific focus 
areas, but I believe it is beneficial to view those initiatives in the context of the full gamut 
of logistics processes changes that we are leading. Collectively, these initiatives will 
significantly enhance our ability to meet our warfighters needs. It is important to 
recognize that we are transforming areas outside of the GAO’s focus areas of asset 
visibility, forecasting, and distribution. Three major efforts are underway, which I will 
address in some detail, each of which includes specific programs to strengthen the 
effectiveness of our joint logistics and sustainment performance: 

• integrating life cycle management principles into acquisition and sustainment 
programs; 

• continuing implementation of Supply Chain Operations improvement programs to 
achieve joint logistics effectiveness; 

• developing the concept of Joint Logistics Portfolio Governance as a mission for 
equipping and sustaining their forces. 

In each area, the focus is on institutionalizing the improvements being put in place to 
transcend the changes in leadership. 
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Integration of Life Cycle Management in Acquisition 

One of our key strategic goals is to ensure that Life Cycle Management (LCM) 
principles are effectively factored into the design of weapons platforms early in the 
acquisition process. This is critical to equipment reliability and to long term, cost- 
effective support of the system. Early focus on LCM principles significantly impacts the 
supply chain support needed to keep a weapons system operable. We recognize that 
integrating reliability and sustainability factors into acquisition, we can provide better life 
cycle reliability and materiel readiness outcomes for our increasingly complex weapons 
systems and equipment. To that end, we have established a Materiel Availability Key 
Performance Parameter (KPP) and two Key Systems Attributes (KSA) - Materiel 
Reliability and Ownership Costs - that all future acquisition programs must meet as part 
of the review of programs from Milestone A forward. 

We are now incorporating oversight of actual equipment achievement of these 
requirements not only through the acquisition process, but throughout its life cycle, using 
an expanded Defense Acquisition Execution System (DAES) tracking system that 
incorporates the KPP and KSA metrics. These new acquisition program elements will 
ensure that Life Cycle support costs of new weapon systems are taken into account 
during the design phase of the acquisition cycle - lowering long term costs while 
achieving greater materiel readiness. Over time, it will decrease the amount of materiel 
we need to hold and move to support our weapons systems in the field. 

Other key management oversight documents will also incorporate these LCM 
principles, expanding the Acquisition Program Baseline to become a Life Cycle Program 
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Baseline and the Acquisition Strategy document to include a Life Cycle Strategic Plan. 
This shift in focus from Acquisition to Life Cycle Management provides focus on the 
alignment of resources to achie ve the reliability and materiel readiness standards 
established for the programs launch. 

Initiatives Across Supply Chain Operations 

As we have stated, we have a number initiatives addressing issues at different 
points across the end-to-end supply chain. These include initiatives focused on 
distribution under the leadership of our Distribution Process Owner, asset visibility across 
the spectrum, and on our inventoty management and supply and storage activities, being 
implemented as part of the Base Realignment and Closure efforts. 

Distribution Process Owner 

The designation of a Distribution Process Owner (DPO) has been a critical step 
towards implementing a governance structure that moves the DoD to a capabilities-based 
enterprise. USTRANSCOM is the DoD Distribution Process Owner (DPO), as originally 
designated in 2003 and redesignated in 2006. Subsequent to the redesignation, the DPO 
role was codified in the 2006 Unified Command Plan. DoD has also formally 
institutionalized the DPO construct, responsibilities, and relationships in two DoD 
issuances - a DoD Directive and a DoD Instruction. These issuances codify 
USTRANSCOM's collaborative role to oversee the overall effectiveness, efficiency, and 
alignment of DoD-wide distribution activities on behalf of the Department. 
USTRANSCOM, as the DPO, leads a collaborative effort with the Joint Deployment and 
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Distribution Enterprise (JDDE) partners across the defense logistics community to 
increase the precision, reliability and efficiency of the DoD supply chain. Gen Schwartz 
accompanies me today to highlight the benefits the DoD has gained though our 
designation of USTRANSCOM as the DPO. 

Since assignment as the Distribution Process Owner for DoD, USTRANSCOM 
has forged the Joint Deployment and Distribution Enterprise, establishing collaborative 
partnerships with key members of the joint community. Through these partnerships, 
USTRANSCOM, has influenced distribution processes and resources to reduce Service 
costs and improve distribution support to the warfighter. 

USTRANSCOM’s role as the DPO has placed increased strategic urgency and 
expanded requirements on the data currently available in the joint distribution pipeline. 

To fulfill the increased needs of the command and the DoD national partners within the 
Joint Deployment and Distribution Enterprise, USTRANSCOM is collaborating with the 
Defense Logistics Agency (DLA) to converge the Global Transportation Network’s 
transportation and asset visibility capabilities with DLA’s Integrated Data Environment. 
This will create a more complete, accurate, and robust common operating picture of 
distribution information. In fiscal year 2006, DLA and USTRANSCOM established a 
program office to lead this effort. The successful convergence of these programs will give 
combatant commands, the Services, DoD, federal agencies, and ultimately the warfighter, 
a cohesive solution to aggregate, manage, and glean trusted supply chain, distribution, 
and logistics information. 
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In 2006, USTRANSCOM also fielded the Joint Task Force (JTF) - Port Opening, 
providing a joint expeditionary capability to rapidly establish and initially operate an 
aerial port of debarkation and distribution node, facilitating port throughput in support of 
combatant commander-executed contingencies. This expeditionary force addresses 
historical distribution gaps and shortfalls, including ad hoc command and control, 
minimal airfield and distribution assessment, limited ability for rapid port clearance, 
limited in-transit visibility, and minimal movement control over distribution operations. 
Moreover, DLA developed the first deployable distribution center for employment in 
COCOM areas of operations to complement the joint operational architecture established 
with Joint Task Force — Port Opening. 

Transforming DoD distribution, with its tremendously complex and fluid 
requirements, requires thorough analysis using world-class modeling and simulation 
capability. The Joint Distribution Process Analysis Center at USTRANSCOM will 
provide this capability. The primary role will be to enhance the effectiveness and 
efficiency of the distribution process by providing a forum in which USTRANSCOM and 
its partners can work together on common concerns. Personnel from USTRANSCOM, 
Air Mobility Command (AMC), and Military Surface Deplo>'ment and Distribution 
Command’s (SDDC) Transportation Engineering Agency comprise the Joint Distribution 
Process Analysis Center. Early efforts are focused on integrating individual capabilities 
into a synergized, consolidated operation. When it has reached full operational potential, 
it will function as the major focal point for analyzing, modeling, understanding, and 
resolving complex logistics issues through application of state-of-the art research, 
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analysis, decision support tools, and best practices to distribution, deployment, and 
sustainment operations. 

Transforming transportation and distribution is also a continual process, not just an 
end-state. USTRANSCOM is committed to improved warfighter support while 
leveraging best business practices to achieve all appropriate savings. Since designation 
as DPO, USTRANSCOM and its partners have achieved more than $1 billion in cost 
avoidance and savings. These savings are a direct result of leveraging those key 
collaborative relationships I spoke of before to accomplish things like enhanced forward 
positioning of material at the DLA Defense Distribution Center in Kuwait; and moving 
Armored Security Vehicles for the Army using scheduled ocean liner service instead of 
air transport. Perhaps the best example of the power of this collaboration is aligning 
distribution support to synchronize the entire process of production, shipment and 
installation of FRAG 5 armor plating for USCENTCOM vehicles, thus utilizing less 
costly surface transportation rather than solely air transportation. This effort alone 
avoided $18.9 million in costs from October 2006 through February 2007. 

Joint Deployment and Distribution Operations Center (JDDOC) 

The Joint Deployment Distribution Operations Center (JDDOC) construct within 
the Geographic Combatant Commands is a major step forward in improving integration 
of strategic and theater distribution, with tangible improvements to DoD as a whole. Uie 
JDDOC is a Combatant Command organization augmented with USTRANSCOM, DLA, 
and Service personnel. The objective is to link and synchronize strategic and tactical 
movement of personnel, equipment and sustainment. USTRANSCOM published a 
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JDDOC “template” as a baseline for the Geographic Combatant Commanders, each of 
which has established a permanent JDDOC tailored to their region and assigned missions. 
Additionally, USTRANSCOM continues to mature this toolset by working with the 
Combatant Commanders and the National Partners to develop JDDOC metrics, build 
forward-deployable JDDOC capabilities, and enhance each JDDOC’s ability to support 
broader theater logistics issues. 

The benefits of establishing these capabilities have been seen in repeated 
operations around the world. The United States Southern Command DDOC improved 
distribution processes and visibility into Port au Prince in support of the 2004 Haiti 
Operation SECURE TOMORROW. The Pacific Command DDOC synchronized the 
massive influx of humanitarian aid into the tsunami-devastated parts of South Asia. And 
when Hurricane Katrina devastated the Gulf Coast, the Northern Command DDOC 
served as the deployment and distribution arm of Joint Task Force-Katrina, overseeing 
food and ice distribution, writing contracts to acquire support from cruise ships, and 
securing hospital ship support. The European Command DDOC converted numerous 
airlift requirements to surface movements, freeing air assets for Central Command, and 
deployed a forward element that synchronized the non-combatant evacuation of Lebanon 
in 2006. Finally, the collective efforts of these JDDOCs has produced significant savings 
and cost avoidance. 

Defense Transportation Coordination Initiative (DTCI) 

DTCI is an effort to increase the effectiveness and efficiency of the DoD 
Continental United States (CONUS) freight movements. USTRANSCOM, in partnership 
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with the Defense Logistics Agency (DLA) and the Military Services, has initiated a 
program to select a transportation services coordinator to manage those shipments, with 
full visibility of freight movements, allowing load consolidation, cost efficiencies, and 
scheduling Improvements. We expect more efficient, reliable movements, increased 
customer confidence, and reduced costs. The GAO recently concluded both an audit and 
investigation of various aspects of DTCI and both were adjudicated in DTCI's favor, 
endorsing DTCI as appropriate for DoD’s needs. DTCI has taken past lessons learned 
into account, has adequately addressed small business concerns and it facilitates the use 
of commercial best practices within the DoD. Initial contract award is planned for 
August 2007 with shipping operations beginning as early as December 2007, We look 
forward with great anticipation to the positive changes DTCI will have on DoD 
transportation. 

Radio Frequency Identification (RFID) 

One of the key initiatives DoD is implementing to overcome the asset visibility 
high risk focus area is the use of radio frequency identification technology, or RFID. 
Because of the importance of this program, the Under Secretary of Defense for 
Acquisition, Technology and Logistics designated USTRANSCOM to be the 
Department’s functional proponent for Radio Frequency Identification (RFID) and 
related Automated Identification Technology (AIT) implementation. As part of that 
designation, USTRANSCOM recently completed an overarching AIT Concept of 
Operations and is now working on the implementation plan to drive implementation 
across the DoD enterprise. 
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The Department’s application of active RFID tags to large consolidated DoD 
shipments being made to Iraq and Afghanistan has already improved asset visibility for 
our warfighters. With more than 400 read and write stations in the region, the active tags 
are generating more than 83,000 position reports a week - an unprecedented level of 
asset visibility. 

The Department continues its implementation of passive RFID technology - the 
same technology being implemented by Proctor & Gamble, Wal*Mart, Cardinal Health 
and other major corporations. Passive tags applied by our suppliers to materiel coming 
into the DoD supply chain are improving the efficiency of our receiving processes. In 
fact, one of the biggest accomplishments in the Department’s RFID program occurred in 
October 2006 when the Department completed the installation of passive RFID 
infrastructure at all CONUS DLA Distribution Centers. Additionally, USTRANSCOM, 
specifically AMC, is projected to complete the installation of passive RFID portals at fi ve 
CONUS aerial ports by September 2007. 

USTRANSCOM and DLA, working with the Military Services, have within the 
last month, implemented our first end-to end passive lane, providing visibility using this 
technology across key nodes to end users in Alaska. The Department is using the DoD 
Alaska RFID Implementation (ARI) Project to test and evaluate passive RFID within a 
DoD Supply Chain by integrating passive RFID readers, RFID edge ware/middleware, 
message translators, and system connectivity with existing DoD logistics data 
architectures. The material with passive tags will flow from Defense Distribution Center 
in San Joaquin, California, through the AMC Aerial Ports at Travis AFB, California and 
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Elmendorf AFB, Alaska to supply activities at Elmendorf AFB and Ft. Richardson, AK. 
This evaluation is being conducted April 2007 through July 2007. 

Passive RFID is also generating efficiencies at customer sites. At the Navy’s 
Trident Refit Facility in Bangor, Washington, the Navy has realized a two-thirds 
reduction in receipt to stow processing time and additional efficiencies at this small site 
which is a microcosm of future benefits. 

Base Realignment and Closure fBRACI Supply and Storage Transformation 

Implementation of the approved Base Realignment and Closure (BRAC) Supply 
and Storage recommendations will significantly transform our supply chain performance. 
These recommendations change the support for our industrial activities by more closely 
linking DLA, the provider of the majority of needed materiel, and our critical 
maintenance depot activities. The 2005 BRAC designated the DLA as the primary 
operator for achieving economies and efficiencies that enhance the effectiveness of 
logistics support to forces as they transition to more joint and expeditionaiy operations. 

DLA’s mission is to function as an integral element of the military logistics 
system of the Department of Defense. DLA provides effective and efficient worldwide 
logistics support to the Military Departments and the Combatant Commands under 
conditions of peace and war, as well as support to other DoD Components and Federal 
agencies. DLA is responsible for the procurement, management, storage and distribution 
of some five million items that it manages. DLA provides food, fuel, and medical items, 
as well as most of the clothing, construction materials and spare parts for worldwide 
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support of this country’s land, sea and airborne platforms and weapons systems and the 
forces that operate and sustain them. The number one priority for DLA is logistics 
support to the American warfighter. 

The BRAC recommendations also give DLA the responsibility for procuring our 
critical reparable components, allowing the DoD to better leverage its buying power and 
manage commodities in a more comprehensive manner. Finally, the recommendations 
task DLA with the privatization of the management of certain commercially available 
commodities, such as tires and compressed gases - allowing the Department to use 
existing commercial sector capabilities to enhance support to the Department. These 
efforts, once completed, will better link supply and demand, and enhance joint support to 
the warfighter while reducing overall costs to the Department. LTG Robert Dali is with 
me today to provide details about the implementation of the BRAC Supply, Storage, and 
Distribution. 

Joint Regional Inventory Materiel Management (JRIMM) 

The BRAC Supply, Storage, and Distribution Management Reconfiguration 
recommendation incorporates the principles of Joint Regional Inventory Materiel 
Management (JRIMM) by creating four CONUS support regions, with each having one 
Strategic Distribution Platform (SDP) and multiple Forward Distribution Points (FDP). 
This realignment provides dedicated receiving, storing, and issuing functions, solely in 
support of on-base Military Service industrial customers such as maintenance depots, 
shipyards, and air logistics centers. 

The JRIMM program is built on three fundamental principles: minimizing storage 
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sites within a region, eliminating duplicate inventory, and maximizing service to 
operational and industrial sites. Applying these principles will serve to create a smoother 
materiel flow for all of the Components within a region in order to achieve inventory 
investment savings for the Department. In addition, customer wait time for the Services 
will be reduced as DLA leverages its distribution network to support timely deliveries 
using a concept of operations that maximizes surface transportation as long as it meets 
customer requirements. JRIMM pathfinders have proved successful, and in March 2007 
OSD designated DLA to implement JRIMM worldwide. 

DLA will activate the Wamer-Robins Air Logistics Center (ALC) SDP, October 
2007. This effort reconfigures DoD’s wholesale storage and distribution infrastructure to 
improve support to our Service customer, whether home-based or deployed. The 
combined effect is an enhanced ability to synchronize delivery of material with our 
supply chain partners, reduce customer wait time, and simplify the delivery system. DLA 
will also establish the first Joint Regional hub on the island of Oahu in Hawaii to serve all 
four military Service components in the first quarter of FY 2008. 

Joint Logistics Portfolio Capability Management 

The Joint Logistics Portfolio Capability Management (JL CPM) test is an 
implementation element of the 2006 Quadrennial Defense Review (QDR). QDR directed 
test cases of capability portfolios. The Defense Logistics Executive, USD(AT&L), is 
coordinating the Joint Logistics Capability Portfolio Pilot Test. 
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Portfolio management balances capabilities within a portfolio to provide the most 
cost-effective mix to deliver desired effects and meet objectives. The intent of portfolio 
management is to manage groups of selected capabilities across the enterprise to improve 
interoperability, minimize capability redundancies and gaps, and maximize capability 
effectiveness. Joint capability portfolios will enable the Department to shift to an output- 
focused model that enables progress to be measured from strategy to outcomes. At this 
level, portfolio managers can determine the best mix of available assets to achievewithin 
a required outcome. 

There are several important aspects of this change. By looking at collections of 
assets across the military services which can be leveraged to meet joint needs, we expect 
to better coordinate individual Service investments to meet broader joint war fighter 
needs. Additionally, we expect to gain efficiencies within the logistics portfolio by 
introducing commonality, sharing technologies, and adapting existing capabilities and 
identifying portfolio life cycle cost drivers. Specifically the joint logistics portfolio test 
will address governance in a way that facilitates integrated decision-making within 
Supply Chain Operations, Operational Engineering, Operational Contracting, and 
Logistics Services. This portfolio test will allow senior leadership to consider ways of 
conducting strategic capability and resource trades across previously stove-piped areas, 
and also better understand the implications of investment decisions across competing 
priorities. Roles and authorities invested across the governance structure will he clearer 
and more transparent. The governance structure strengthens the focus on supporting the 
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warfighter. Governance must be structured in a way that allows leaders to make good 
decisions quickly based on current, reliable information. 

The goal of the Joint Logistics Capability Portfolio Management test is to assess if 
the management concept will facilitate coordination of capabilities supporting the joint 
warfighter in an effective, efficient and timely manner. It will build on the successes and 
lessons learned from the Distribution Process Owner designation, and utilize the existing 
structures within the DoD logistics community. The results of the test along with 
operational support lessons learned and the initiatives contained in our Supply Chain 
Management High Risk Improvement Plan will then be incorporated in the 
comprehensive logistics strategic plan, called the logistics roadmap. 

The Logistics Roadmap 

The Logistics Roadmap will be a living document with a detailed depiction, over 
time, of existing, planned and desired capabilities to effectively project and sustain the 
joint force. It will establish a coherent framework for achieving the best and most cost- 
effective joint logistics outcomes to support America’s war fighters. 

Development of the Logistics Roadmap will resume upon completion of the Joint 
Logistics Capability Portfolio Management test. It will be developed in collaboration 
with the Joint Staff, Services, USTRANSCOM, DLA, and JFCOM. 

The Logistics Roadmap will be submitted to the Defense Logistics Executive for 
approval. Anticipated completion date is Summer 2008. 
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Supply Chain Management as a High Risk Area 

Based on the significant progress made and the commitment of leadership to 
institutionalize this progress, in December 2006 the USD(AT&L)requested that GAO 
remove Supply Chain Management as a high risk area. GAO declined stating that key 
determinants to removal of a high risk area include: 

• Demonstrated strong commitment to and top leadership support for 
addressing problems 

• The capacity to do so 

• A corrective action plan that provides for substantially completing major 
corrective measures in the near term 

• A program to monitor and independently validate the effectiveness of 
corrective measures 

• Demonstrated progress in implementing corrective measures 
Based on our progress to date, we believe the DoD has met these key 

determinants. The DoD has demonstrated and continues to demonstrate strong 
commitment to and top leadership support for addressing problems. The 
institutionalization of key initiatives across our complex supply chain structure is 
testament that we have the will and capacity to address these problems. We continue to 
measure our performance and drive improvements, such as reduced customer wait time, 
while supporting GWOT. 


Closing 
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In closing, I would like to again thank you for to the opportunity to explain the 
DoD’s strategy to achieve continuing improvements in logistics and supply chain 
management and to institutionalize these improvements to transcend leadership 
changes. Improvements are being institutionalized through a governance structure that 
enables leaders to make actionable decisions that provide effective and efficient 
support to the warfighter in a manner that is in the best interest of the American 
taxpayer. We are dedicated to this transformation and are not just documenting a 
future vision but are implementing that vision today. We will continue to improve the 
cost-effectiveness of DoD logistics operations as a matter of on-going DoD leadership 
responsibility. 
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Iligiiiigbts 


DOD’S HIGH-RISK AREAS 

Efforts to Improve Supply Chain Can Be 
Enhanced by Linkage to Outcomes, 
Progress in Transforming Business 
Operations, and Reexamination of 
Logistics Governance and Strategy 

What GAO Found 

The most recent update to DOD’s plan shows that DOD has made progress 
developing and implementing its supply chain management improvement 
initiaUves. DOD is generally staying on track for implementing its initiatives, 
although there have been delays in meeting certain milestones. However, the 
long-term time frames for many of these initiatives present challenges to the 
department in sustaining progress toward substantially completing their 
implement^on. The plan also lacks outcome-focused performance 
measures for many individual initiatives and the three focus areas, limiting 
DOD’s ability to fully demonstrate the results achieved through its plan. 
Increasing DOD’s focus on outcomes will enable stakeholders to track the 
interim and long-term success of its initiatives and help DOD determine if it 
is meeting its goals of more effective and efficient supply chain management. 

GAO’s recent work has identified problems related to the three focus areas 
in DOD’s plan. In the requirements area, the military' services are 
experiencing difficulties estimating acquisition lead tames to acquire spare 
paits for equipment and weapon sj^tems, hinderirtg their ability to efficiently 
and effectively maintain spare parts inventories for military equipment. 
Challenges in the asset visibility area include lack of interoperability among 
information technology systems, problems with container rrranagement, and 
inconsistent ^plication of radio frequency identification technology, which 
make it difficult to obtain timely and accurate iid'ormation on assets in 
theater. In the materiel distribution area, challenges remain in coordinating 
and consolidating distribution and supply support within a tlieater, 

Improting defense business operations is integral to resolving supply chain 
management problems. Progress in DOD’s overall approach to business 
transformation is needed to confront problems in other high-risk areas, 
including supply chain management. Because of the complexity of business 
transformation, GAO has stated that DOD needs a Chief Management Officer 
with significant authority, experience, and a term that would provide 
sustained leadership and the time to integrate DOD’s overall business 
transformation efforts. GAO’s work, pending legislation, and other recent 
studies Indicate a consensus that the status quo is no longer acceptable. 

GaO’s recent review of joint theater logistics raises concerns about whether 
DOD can effectively implement this initiative without reexamining 
fundamental aspects of the department’s logistics governance and strategy. 

In this respect, joint theater logistics may serve as a microcosm of some of 
the challenges DOD faces in resolving supply chain mai\agement problems. 
Moreover, GAO recommended in that report that DOD align its approach to 
joint theater logistics with ongoing actions the department is taking to 
reform its logistics governance and develop its logistics strategy'. Several 
recent studies of DOD logistics systems have recommended changes to 
DOD’s organizational structure for providing joint logistics and supply 
support to military operations. 

United States Government Accountability Office 
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Mr. Chairman and Members of the Subcommittee: 

I am pleased to be here today to discuss the progress made by the 
Department of Defense (DOD) toward resolving long-standing problems 
with supply chain management. The availability of spare parts and other 
critical items that are procured and delivered through DOD’s supply chain 
network affects the readiness and capabilities of U.S. military forces, and 
can affect the success of a mission. In addition, the investment of 
resources in DOD’s supply chains is substantial, amountii\g to more than 
$150 billion a year according to DOD, and supply inventory levels have 
grown by 35 percent from $63.3 billion in fiscal year 2001 to $85,6 billion in 
fiscal year 2006.* DOD also invests billions in information technology 
systems that support supply chain management and other business 
operations. Over time, DOD has sought to better integrate its supply chain 
operations to effectively support military forces and to make its supply 
chains more efficient from source of supply to point of consumption. 
However, the challenges to successfully improving management of DOD’s 
vast and complex supply chain network are formidable, and problems with 
supply chain management have yet to be fully resolved. Today's hearing is 
the third time since 2005 that we have testified before this Subcommittee 
on supply chain management.* Your active involvement has been and will 
continue to be vital to keeping attention focused on this important aspect 
of DOD’s business and logistics support operations. 

GAO’S audits and evaluations have identified a number of federal 
programs and operations that are high risk because of their greater 
vulnerabilities to fraud, waste, abuse, and mismanagement. recent 
years, GAO’s high-risk program has increasingly focused on those major 
programs and operations that need urgent attention and transformation in 
order to ensure that our government functions in the most economical, 
efficient, and effective manner possible. We first designated DOD 
inventory management as a high-risk area in 1990 because of ineffective 
and inefficient inventory systems and practices. The problems we found — 
based on a large body of work on the management of military supplies — 


‘Part of this growth was caused by inflation. The inflation rate oTOr this period as measured 
by the Gross Domestic Product Price Index wa.5 a little over 13 percent. 

*GAO, DOD’s High-Risk Areas: High-Level Commitment and O^iersight Needed for DOD 
Supply Chain Plan to SucceeA,GA0-0&-l[3T Oct's, 2005); andZ)OZ)'s 

High-Risk Areas: Challenges Remain to Achievirig and Demonstrating Progress in 
Supply Chain Management, GAO-06-983T (Washington, D.C.: July 25, 2006). 
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included on-hand inventory that was not needed to meet required 
inventory levels, inadequate controls over items, and cost overruns. We 
have reported on efforts to address this and other high-risk areas in our 
bienrual updates to our high-risk programs since then. In preparing the 
2005 update of the high-risk series, we determined that systemic supply 
problems extended beyond inventory management to other aspects of the 
supply chain, including inaccurate supply forecasts, poor asset visibility, 
and ineffective distribution. We therefore expanded our high-risk 
designation to include the entirety of “DOD supply chain management.” 

Over the years DOD has taken actions toward its goal of integrating and 
improving supply chain management. For example, it has revised policies 
and practices aimed at addressing shortcomings identified during 
Operation Iraqi Freedom. It has implemented recommendations made by 
our office and other audit organizations regarding specific aspects of its 
supply chain operations. It lias also identified technologies and 
commercial best practices that could lead to substantial improvements 
over the long term. Another step has been the development of DOD’s 
supply chain management improvement plan. In 2005, with the 
encouragement of the Office of Management and Budget (OMB) and input 
from our office, DOD developed this plan with the intent of addressing the 
problems that have prompted us to retain ttds high-risk designation. (We 
subsequently refer to this document as the plan.) DOD’s plan lists 10 
initiatives aimed at making improvements in three focus areas of supply 
chain management^ — requirements forecasting, asset visibility, and 
materiel distribution. 

DOD officials believe the commitment they have demonstrated to 
resolving supply chain management problems, including developing the 
plan and making progress implementing initiatives, justifies removing this 
area from our high-risk list In December 2006, the Under Secretary 
formally requested that we consider removing supply chain management 
from our list of high-risk areas. We decided that notwithstanding positive 
steps taken by DOD to address problems, supply chain management 
should remain a high-risk area until DOD can successfully demonstrate 
improvements in requirements forecasting, asset visibility, and materiel 
distribution, and we retained this designation in the 2007 biennial update 
of our high-risk series.® 


^CAO. ffigh-Hisk Series: An Update, GAO-07-310 (Washington, D.C,: January 2007). 
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Today, I would like to provide our perspectives on (1) DOD’s progress in 
developing and implementing the initiatives in its plan, (2) the results of 
our recent work relating to the three focus areas covered by the plan, and 
(3) tile integration of supply chain management with efforts to transform 
and improve defense business operations. Finally, I will address broader 
issues of logistics governance and strategic plaiming within DOD. My 
statement is based on previous GAO reports and analysis, including a 
report we are releasing today on DOD’s efforts to develop and implement 
joint theater logistics,* one of the initiatives in the plan. In addition, we 
have met regularly with DOD and 0MB staff to obtain updates on DOD’s 
plan and information on the specific initiatives. We conducted our work in 
accordance with generally accepted government auditing standai'ds. 


Summary 


The most recent update to the plan shows that DOD has made progress 
developing and implementing its supply chain management improvement 
initiatives, but the current performance measures in tlie plan do not fully 
demonstrate results. DOD is generally staying on track for implementing 
its initiatives, although there have been delays in meeting certain 
milestones. Notwithstanding this overall progress and the commitment of 
DOD leadership to resolving supply chain problems, the long-term time 
frames for many of these initiatives present challenges to the department 
in sustaining progress toward substantially completing their 
implementation. Moreover, the plan lacks outcome-focused performance 
measures that could gauge the results of many of the individual 
improvement initiatives or demonstrate progress in the three focus areas, 
limiting DOD’s ability to fully demonstrate the results achieved through its 
plan, Increasing the plan’s focus on measurable outcomes will enable 
DOD’s internal and external stakeholders, including Congress and 0MB, to 
track the interim and long-term success of DOD’s initiatives and help DOD 
determine if it is meeting its goals of achieving more effective and efficient 
supply chain management. 

In addition, our recent work has identified continuing problems related to 
the three focus areas in DOD’s plan. 


GAO, Defense Logistics: aborts to Improve Distribution and Sujrply Support for Joint 
Military Operations Couid Benefit from a Coordinated Management Approach, 
GAa07-807 (Washington, D.C.: June 29, 2007). 
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• In the area of requirements forecasting, the military services are 
experiencing difficulties estimating the length of time between the 
initiation of a procurement action and the receipt of spare parts into the 
supply system for equipment and weapon systems. We also found 
continuing problems in the Air Force’s inventory management practices, 
hindering its ability to efficiently and effectively maintain its spare parts 
inventory for military equipment. Specifically, an average of 52 percent 
($1.3 billion) of the Air Force’s secondary on-order inventory was not 
needed to support on-order requirements. Further, about 65 percent 
($18.7 billion) of on-hand inventory was not needed to support required 
inventory levels. We calculated that it costs the Air Force from $15 million 
to $30 million armually to store its unneeded items. Problems also 
continue in managing prepositioned stocks. 

• Our work in the area of asset visibility has indicated numerous challenges, 
from lack of interoperability among information technology systems to 
problems with container management. limitations in asset visibility 
capabilities make it difficult to obtain timely and accurate information on 
the assets that are present in the theater of operations. 

• With respect to materiel distribution, we have found that challenges 
remain in coordinating and consolidating distribution and supply support 
within a theater. For example, DOD is establishing separate organizations 
to coordinate surface transportation and lacks a single organization with 
authority to integrate and synchronize surface deployment and 
distribution movements. One key challenge has been establishing an 
effective mechanism that would enable a joint force commander to 
exercise appropriate command and control over transportation and other 
logistics assets in the theater. 

Further, transforming and improving defense business operations are 
integral to resolving supply chain management problems. As we have 
previously stated, progress in DOD’s overall approadi to business 
transformation is needed to confront problems in other high-risk areas, 
including supply chain management. Because of the complexity and long- 
tenn nature of business transformation, we have stated that DOD needs a 
Chief Management Officer with significant authority, experience, and a 
term that would provide sustained leadership and the time to integrate 
DOD’s overall business transformation efforts. Our work, pending 
legislation, and other recent studies indicate a consensus that the status 
quo is no longer acceptable. In addition to business transformation, we 
have identified two other DOD high-risk areas that are closely linked with 
supply chain management — modernizing business systems and improving 
financial management. 
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Our recent review of joint theater logistics raises concerns about whether 
DOD can effectively implement this initiative without reexamining 
fundamental aspects of the department’s logistics governance and 
strategy. In ttiis respect, joint theater logistics may serve as a microcosm 
of some of tJie challenges DOD faces in resolving supply chain 
management problems. We found during our review that DOD has not 
developed a coordinated and comprehensive management approach to 
guide and oversee implementation of joint theater logistics across the 
department. Moreover, we recommended in that report that DOD align its 
approach to joint theater logistics with ongoing actions the department is 
taking to reform its logistics governance and develop its logistics strategy. 
Regarding logistics governance, DOD has been testing a new approach to 
managing joint capabilities as a portfolio, but key decisions are still to be 
made on how to implement this approach. In addition, DOD has plans to 
develop an overarching logistics strategy but has delayed completion of 
this strategy until sometime next year. The diffused organization of DOD’s 
logistics operations, including separate funding and management of 
resources and systems, complicates DOD’s ability to adopt a coordinated 
and comprehensive approach. Several recent studies of DOD’s logistics 
system have reconunended changes to DOD’s organizational st,ructure for 
providing joint logistics and supply support to military operations. 


Background 


DOD relies on a number of individual processes and activities, known 
collectively as supply chain management, to purchase, produce, and 
deliver items and services to military forces. The department relies on 
working capital (revolving) funds maintained by the defense and service 
logistics agencies to finance the flow of these items to the forces. Working 
capital funds allow these agencies to purchase needed items from 
suppliers. Military units then order items from Che logistics agencies and 
pay for them with annually appropriated operations and maintenance 
funds when the requested items — either from inventory or 
manufacturers — are delivered to the units. 

The Under Secretary of Defense (Acquisition, Technology, and Logistics) 
has been designated by the Secretary of Defense as the department’s 
Defense Logistics ExecuUve, with authority to address logistics and supply 
chain issues. Officials within the Office of the Assistant Deputy Under 
Secretary of Defense for Supply Chain Integration completed the first 
iteration of the plan in July 2005 and have updated it several times since 
then based on information provided by designated lead proponents for the 
individual initiatives. DOD has shared its plan externally with Congress, 
0MB, and our office. 0MB has characterized the plan as a model for other 
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federal agencies to use in developing their own plans to address their high- 
risk areas. 

The plan has three focus areas; requirements forecasting, asset visibility, 
and materiel distribution— issues that we have identified based on GAO 
audits since 1995 as critical to improving DOD supply chain management. 
Accurately forecasted supply requirements are a key first step in buying, 
storing, positioning, and shipping items that the warfighter needs. DOD 
describes asset visibility as the ability to provide timely and accurate 
information on the location, quantity, condition, movement, and status of 
supplies and the ability to act on this information. Distribution is die 
process for synchronizing all elements of the logistics system to deliver 
the “right things” to the “right place” at the “right time" to support the 
warfighter. Our prior work has identified problems in these three focus 
areas, as well as other aspects of supply chain management. 

DOD’s plan identifies joint theater logistics as an initiative that will 
improve both asset visibility and materiel distribution. Joint theater 
logistics is intended to enhance the ability of a joint force commander to 
direct various logistics functions, including distribution and supply 
support activities, across the theater and, for several years, has been part 
of DOD’s planned transformation of logistics capabilities. Joint theater 
logistics is one of seven future logistics capabilities that DOD has grouped 
under “focused logistics.” DOD has broadly defined joint theater logistics 
as an adaptive ability to anticipate and respond to emerging theater 
logistics and support requirements, 

In general, when legislative and agency actions result in significant and 
sustainable progress toward resolving a high-risk problem, we remove the 
high-risk designation. Key determinants include a demonstrated strong 
commitment to and top leadership support for addressing problems, the 
capacity to do so, a corrective action plan, and demonstrated progress in 
implementing corrective measures.® From 1990 through 2007, we removed 
18 areas from the high-risk list. Our decisions on removing supply chain 
management from the high-risk list will be guided by whether DOD 
(1) sustains top leadership commitment and long-term institutional 
support for the plan; (2) obtains necessary resource convmitments from 


®The criteria for removing a high-risk designation are contained in GAO, Determining 
Performance and AccountabUity ChaUenges and High Risks, GAO-01-159SP (Washington, 
D.C.; November 2000). 
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the military services, the Defense Logistics Agency, and other 
organizations; (3) makes substantial progress implementing improvement 
initiatives across the department; (4) establishes a program to 
demonstrate progress and validate the effectiveness of the initiatives; and 
(5) completes the development of a comprehensive, integrated strategy for 
guiding supply chain management improvement efforts across the 
department 


DOD Has Made 
Progress in 
Developing and 
Implementing the 
Initiatives in Its Plan, 
but Current 
Performance 
Measures Do Not 
Fully Demonstrate 
Results 


The most recent update to the plan in May 2007 shows that DOD, over the 
past year, has made progress in developing and implementing its 
improvement initiatives. We noted this progress in the January 2007 
update of our high-risk series. Specific examples of progress made include 
the follovring: 

DOD has established joint deployment distribution operations centers in 
eacli geographic combatant command. In early 2004, DOD established the 
first of these operations centers in Kuwait, under U.S. Central Command, 
after distribution problems arose during the initial stages of Operation 
Iraqi Freedom. DOD has since expanded this organization to its other 
geographic combatant commands. These operations centers can help joint 
force commanders synchronize the arrival of supplies into a theater and 
assist in other aspects of distribution and supply support. They are 
designed to incorporate representatives from DOD components, such as 
U.S. Transportation Command, the Defense Logistics Agency, and the 
military services, who can provide a knowledgeable connection to 
Logistics supply centers in the United States and facilitate the distribution 
of supplies to the theater. The expansion of these operations centers to all 
the geographic commands was based on the success of the first operations 
center in Kuwait, which has been credited with improving the 
management of supplies moving across the distribution system and 
achieving cost savings.® 


®For example, U.S. Transportation CommMid officials said that the operations center was 
responsible for shifting from the use of airlift to sealift to transport supplies, which reduces 
cosUy airlift requirements and frees up airlift capacit}^, coordinating the movement of 
personnel from their point of origin to final destination rather than through intermediate 
locations with time-consuming layovers (a concept referred to as single ticket); and 
improving distribution management by facilitating the use of pure-packed pallets and 
containers, developing a container management plan, and improving th e return of Army 
materiel from the theater. According to data provided by U.S. Transportation Command, 
the activities of this Joint deployment distribution operations center resulted in total cost 
avoidance and savings of 5343 million between fisci years 2004 and 2007, 
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DOD has reported initial success with an initiative aimed at streamlining 
the storage and distribution of common items for multiple military service 
locations through the use of Defense Logistics Agency hubs. The 
objectives of this initiative, called joint regional inventory and material 
management, include eliminating duplicate materiel handling and 
inventory layers. DOD has met key milestones in this initiative and 
recently completed the pilot program in Hawaii. U.S. Pacific Command 
officials stated that they had reduced redundant service-managed 
inventories, the number of times they handle parts, and customer wait 
times over the course of the pilot. They estimated that the services had 
reduced their inventory levels by more than $10 million. In March 2007, the 
Defense Logistics Agency was tasked to be the lead proponent for 
continued worldwide implementation of joint regional inventory and 
material management. 

DOD also made progress toward improving transportation management of 
military freight. Before the end of this fiscal year, U.S. Transportation 
Command plans to award a contract to a third-party logistics provider, or 
3PL, to coordinate the movement of freight shipments within the 
continental United States. This effort, called tlie defense transportation 
coordination initiative, is aimed at improving the reliability, predictability, 
and efficiency of moving freight among DOD's depots, logistics centers, 
and field activities. In a recent report on this initiative,’ we stated that 
DOD had taken numerous actions to incorporate the lessons learned from 
a prior prototype program and, moreover, had taken positive steps to 
adopt best practices employed by other public and private organizations to 
transform their culture. Still, the long-term success of this effort remains 
uncertain given the challenges in imdertaking organizational 
transformation and because the program is still in its early stages. 

Despite the progress indicated by the development and implementation of 
these initiatives, the recent update of DOD’s plan indicates some delays in 
achieving certain milestones. For example, the radio frequency 
identification (RFID)® initiative experienced a slippage from December 
2006 to September 2007 in its milestone to implement passive RFID at the 
first 25 percent of Defense Logistics Agency’s distribution centers located 
outside the continental United States. This milestone was adjusted based 


’GAO, Defense Transformation; DOD Has Taken Actions to Incorporate Lessons Learned 
in TransfoTTning Its Freight Distribution Syst^, G AO-07-675R (Washington, D.C.: May 8, 
2007.) 

®RFID consists of electronic tags that are attached to equipment and supplies being shipped 
from one location to another, enabling shipment tracking. 
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on lessons learned from the implementation of RFID at sites within the 
continental United States. Also, the item unique identification initiative* 
experienced a slippage of a year, from January 2007 to January 2008, for 
the milestone on demonstrating integration with international entities, 
because required ratification from the North Atlmitic Treati' Organization 
was delayed. Schedule delays such as these may be expected given the 
long-standing nature of the problems being addressed, the complexities of 
the initiatives, and the involvement of multiple organizations. 

Furthemiore, some of these initiatives are in the early stages of 
implementation, with full implementation several years away. The long- 
term time frames for many of these initiatives present challenges to the 
department in sustaining progress toward substantially completing their 
implementation. 

Since the last hearing before this Subcommittee in July 2006, we have not 
seen significant changes in how DOD proposes to measure the impact of 
its initiatives in its plan. The plan, as before, contains four performance 
metrics — backorders, customer wait time, on-time orders, and logistics 
response time.” While these four measures capture broad aspects of 
DOD’s supply chain performance, they can be affected by variables other 
than the initiatives themselves. For example, natural disasters, wartime 
surges in requirements, or disruption in the distribution process could 
each result in increased backorders, longer customer wait time, fewer on- 
time orders, and slowed response time, regardless of DOD’s initiatives. 
Consequently, changes in these high-level metrics might not be directly 
attributable to the initiatives in the plan. While it may take years before the 
results of programs become apparent, intermediate metrics can be used to 
provide information on interim results and show progress toward intended 
results. In addition, when program results could be influenced by external 
factors, intermediate metrics can be used to identify the program’s 
discrete contribution to the specific result. 


*ICem unique idencification provides for marking of personal property items with a set of 
globally unique data items to help DOD value and track items throughoxjt their life cycle, 

^Backorders are the number of orders held in an unfilled status pending receipt of 
additional parts oretpjipment through procurement or repair. Customer wait time 
measures the number of days between the issuance of a customer order and satisfaction of 
that order. On-time orders is the percentage of orders that are on time according to DOD’s 
established delivery standards. Logistics response time refers to the number of days to 
fulfill an order placed on the wholesale level of supply from the date a requisition is 
generated until the materiel is received by the retail supply actmty. 
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As we noted last July, the results of DOD’s initiatives would be more 
apparent if DOD appUed more outcome-oriented performance metrics for 
many of the individual initiatives and for the tliree focus areas. Outcome- 
oriented performance metrics show results or outcomes related to an 
initiative or program in terms of effectiveness, efficiency, impact, or all of 
these. Since last Jufy, DOD has not added new outcome-focused 
performance metrics to its plan. DOD also continues to lack cost metrics 
that might show efficiencies gained through these supply chain efforts, 
either at the initiative level or overall. In total, DOD’s plan identifies a need 
to develop outcome-focused performance metrics for 6 initiatives, and 9 
out of 10 initiatives lack cost metrics. We recommended in January that 
DOD develop, implement, and monitor outcome-focused performance and 
cost metrics for all the individual initiatives in the plan as well as for the 
plan’s focus areas of requirements forecasting, asset visibility, and 
materiel distribution.** In response to our recommendation, DOD asserted 
that it had developed and implen\ented outcome-focused performance and 
cost metrics for logistics across the department, but it also acknowledged 
that more work needed to be done to link the outcome metrics to the 
initiatives in the plan as well as for the focus areas. DOD stated that these 
linkages will be completed as part of full implementation of each initiative. 


Recent GAO Reviews 
Have Found That 
Systemic Supply 
Chain Management 
Problems Continue 


Our recent work has identified continued systemic weakness in aspects of 
DOD’s supply chain management. I will briefly highlight some of the 
results from these reviews, structured around the three focus areas 
covered by DOD’s plan. 


‘*GAO, DOD’s High-Risk Areas: Progress Made Implementing Supply Chain 
Management, but Pull Extent of Improvement Unknown, GAO-f)7-2‘34 (yfashington D C.- 
Jan. 17,2007). 
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Requirements Forecasting 
Problems Exist in 
Managing Spare Parts and 
Prepositioned Stocks 


In the area of requirements forecasting, the military services are 
experiencing difficulties estimating acquisition lead times to acquire spare 
parts for equipment and weapon systems.'^ Effective processes that 
identify and manage acquisition lead times are of critical importance to 
maintaining cost-effective inventories, budgeting, and having materiel 
available when it is needed. In March 2007, we reported that 44 percent of 
the services’ lead time estimates varied either earlier or later than the 
actual lead times by at least 90 days.*® Overestimates and underestimates 
of acquisition lead time contribute to inefficient use of fimds and potential 
shortages or excesses of spare parts. We recommended a number of 
actions DOD should take to improve the accuracy and strengthen the 
management of lead times. For example, we made specific 
recommendations directed toward the Army, the Air Force, the Navy, and 
the Defense Logistics Ageno^ with the intent of improving their accuracy 
in setting acquisition lead times. DOD mostly concurred with our 
recommendations. 


In a separate review of the Air Force’s inventory management practices,*^ 
we found continuing problems hindering its ability to efficiently and 
effectively maintain its spare parts inventory for military equipment. From 
fiscal years 2002 through 2005, more than half of the Air Force’s secondary 
inventory (spare parts), worth an average of $31.4 billion annually, was not 
needed to support required on-order and on-hand inventory levels. We 
found an average of 52 percent ($1.3 billion) of the Air Force’s secondary 
on-order inventory was not needed to support on-order requirements.*® 
This unneeded on-order inventory indicates that the Air Force did not 
cancel orders or deobligate funds for items that were not needed to 
support requirements. When the Air Force buys unneeded items, it is 
obligating f^ds unnecessarily, which could lead to not having sufficient 


‘^Acquisition lead time, also known as procurement lead time, measures the length of time 
between the initiation of a procurement action and the receipt of items into the supply 
system. 

‘®GA0, Defense Inventory: Opportunities Exist to Improve the Management ofDOD's 
AcquisitiO’n Lead Times /or .^jore Parts, GAO/17-281 (Washington, D.C.: Mar. 2, 2007). 

'*GAO, D^ense Inventory: Opportunities Exist to Save Billions by Beducing Air Force's 
Unneeded Spare Parts Inventory, GAO-07-232 (Washington, D.C.: Apr. 27, 2007). 

‘^Secondary inventory items include reparable components; subsystems; and assemblies 
otJier than major end items (such as aircraft), consumable repair parts, bulk items and 
materiel, subsistence, and expendable end items, including clothing and other personal 
gear. Inventory that is not in DOD's possession but for which contracts have been awarded 
or funds have been committed is considered to be on order. 
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funds to purchase needed items. The Air Force has continued to purchase 
unneeded inventory because its policies do not provide incentives — such 
as requiring contract termination review for all unneeded on-order 
inventory or reducing the flmding available for the Air Force Materiel 
Command by an amount up to the value of the Air Force’s on-order 
inventory that is not needed to support requirements — to reduce the 
amount of inventory on order that is not needed to support requirements. 
In addition, although the percentage of the Air Force’s on-hand inventory 
was reduced by 2.7 percent during these years, about 65 percent 
($18.7 billion) of this inventory was not needed to support required 
inventory levels. We calculated that it costs the Air Force from $15 million 
to $30 million annually to store its unneeded items. We recommended that 
the Air Force improve its policies regarding on-order inventory, revalidate 
the need to retain items that are not needed to meet inventory 
requirements and for which there is no recurring demand, and take other 
actions to improve accountabiliiy for, and management of, its secondary 
inventory. DOD generally concurred with our recommendations. 

Another area of continuing concern has been the stocks maintained in the 
Army’s prepositioning programs. Prepositioning is one of three ways, 
along with airlift and sealift, that the U.S. military can deliver equipment 
and supplies to field combat-ready forces. The Army drew heavily from its 
prepositioned stocks to support Operations Iraqi Freedom and Enduring 
Freedom, and these sustained operations have taken a toll on the 
condition and readiness of military equipment. In February 2007, we 
reported the Aimy was changing its overall prepositioning strategy and, in 
doing so, faced m^or strategic and management challenges. One of these 
challenges was that despite recent efforts to improve requirements setting, 
the Army had not yet determined reliable requirements for secondary 
items and operational project stocks,^^ Also, the Army does not 
systematically measure or report readiness for the secondary item and 
operational project programs. Without sound requirements or reporting 
mechanisms, the Army cannot reliably assess the impact of any shortfalls, 
determine the readiness of its programs, or make informed investment 


'®GAO, Defense Logistics: Improved Oversight and Increased Coordination Needed to 
Ensure Viability of the Army’s Prepositioning Strategy, GAO-07-144 (Washington, D.C.; 
Feb, 15, 2007). 

'^Operational project stocks include items not typically part of unit equipment, such as 
chemical defense equipment, pipeline systems, mortuary units, and bare base sets for 
housing soldiers in austere environments. 
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decisions about them. We recommended that the Anny develop an 
implementation plan that, among other things, completes ongoing 
reevaJuation of lJ\e secondary item and project stock requirements as well 
as establishes systematic readiness measurement and reporting of 
secondary items and operational project stock programs. DOD concurred 
with this recommendation. 


Effective Management of 
Supplies Is Hindered by 
Problems in Achieving 
Asset Visibility 


Despite the benefits attributed to the joint deployment distribution 
operations center in Kuwait, effective management of supply distribution 
across the theater has been hindered by ongoing problems in achieving 
asset visibibty. Senior military commanders in Kuwait attributed these 
problems to a lack of interoperability among information technology 
systems that makes it difficult to obtain timely, accurate information on 
assets in the theater.“ We have previously reported that the defense 
logistics ^sterns used by various components to order, track, and account 
for supplies are not well integrated and do not provide the information 
needed to effectively manage theater distribution and provide asset 
visibility.’® Officials told us their staff must use manual work-arounds to 
overcome the problems caused by noninteroperable information systems 
and estimated that their staff spend half their time pulling data from 
information systems, e-mailing it around for validation or coordination, 
consolidating it on a spreadsheet, and then analyzing it to make 
management decisions. In January 2007, a joint assessment conducted by 
several DOD components at Camp Aii^jan, Kuwait, found that separate 
movement control battalions in Kuwait and Iraq use both automated and 
handwritten transportation movement requests to track air and ground 
movements 8ind must consolidate manual and automated data into 
spreadsheets in order to capture the total theater movement picture, 
Neither movement battalion has total visibility over what is occurring in 
both Kuwait and Iraq nor do they have total visibility of the surface 
transportation resources necessary to optimize the distribution of 
resources. 


'^Interoperability refers to the ability of different systems to communicate effectively, 
including sharing information. 

'®GAO, Defense Logistics: DOD Has Begun to Improve Supply Distribution Opetutions, 
but Purther Actions Are Needed to Sustain These Efforts, GAO-05-775 (Washington, D.C.: 
Aug. 11, 2005). 
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In our review of joint theater logistics, we also found continuing problems 
with container management that hinder asset visibOity and impede DOD’s 
ability to effectively manage logistics operations and costs, although 
improvements had been made since we last reported on this issue in 
2003.“ Some challenges that DOD faces with container management 
include the application of RFID on containers in the supply chain, 
compliance with container management processes, and the return of 
commercial containers to maritime carriers. 

In 2004, the Under Secretary of Defense (Acquisition, Teclmology, and 
Logistics) directed the use of active RFID on all consolidated shipments 
moving to, from, or between overseas locations in order to provide global 
in-transit visibility, and U.S. Central Command has emphasized the need to 
use this technology to improve asset visibility in Iraq and Afghanistan. 
However, according to U.S Central Command officials, DOD continues to 
struggle with the application of RFID in the theater supply chain because 
of problems such as containers shipped without RFID tags or with tags 
that are broken, tags with incorrect information, or tags that are rewritten 
but not cross-referenced to the original shipping information. 
Noncompliance with container management processes established by U.S. 
Central Command can also limit asset visibility. For example, the Army’s 
system has not been able to effectively track containers as they pass 
tlirough distribution channels, significantly hampering asset visibility in 
theater because tagged containers can become “lost” in theater, with no 
one able to track the location of the container or its contents. In addition, 
if the container is commercially owned and not returned to the carrier 
within a specified time period, detention charges begin accumulating, 

During our review of joint theater logistics we also found that U.S, 
Transportation Command and the Military Surface Deployment and 
Distribution Command, to improve management and accountability over 
containers and to address the growing detention charges, developed a 
theater container management process and established the container 
management element — a unit responsible for tracking and providing 
management oversight of containers in the theater. In addition, the Army 
decided to purchase, or “buy out,” commercial containers to reduce 
monthly detention charges. Container management element offici 2 ds told 


“G AO, Dejeiise Logistics: Preliminary ObservatioTis on the Effectiveness of Logistics 
Activities during Operation Iraqi Freedom, GAO-04-305R (Washingt,on. D.C.; Dec. 18, 
2003). 
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US that through a combination of container buyouts and increased 
oversight, detention charges decreased from approximately $10.7 million 
per month in December 2005 to $3.7 million per month in October 2006. 
However, althoi^ DOD has been able to reduce monthly detention 
charges on commercial containers, it is still experiencing problems with 
retaining visibility over containers, and its problem with commercial 
container detention charges is shifting from Iraq to Afghanistan. 

In addition, the Army continues to experience problems in developing and 
implementing system initiatives affecting asset visibility. For example, the 
Logistics Management Program, one of the Army’s major business system 
modernization efforts intended to maiiage its inventory and depot 
maintenance operations, has continued to experience problems wth 
accurately recognizing revenue and billing customers, and the accuracy of 
its financial reports continues to be questionable. If information contained 
in asset accountability systems is not accurate, complete, and timely, 
DOD’s day-to-day operations could be adversely affected. As of September 
30, 2006, the Army reported that approximately $452 million had been 
obligated for this system effort and estimates that it will invest at least 
another S895 million in this program. Also, its scltedule to reach full 
operational capability has slipped from fiscal year 2005 to fiscal year 
2010.*' We have recently reviewed the Airny’s progress in achieving asset 
visibility and expect to issue our report by the end of this month.” 


Challenges Remain in 
Coordinating and 
Consolidating Distribution 
and Supply Support within 
a Theater 


In our review of joint theater logistics, we found that DOD components 
have made progress developing and implementing joint theater logistics 
initiatives in the areas of distribution and supply support; however, the 
department faces a number of challenges that hinder its ability to fully 
realize the benefits of these efforts. Unless DOD successfully addresses 
these challenges, the initiatives are not likely to significantly improve the 
ability of a joint force commander to harness the diffuse logistics 
resources and systems that exist within the department and effectively and 
efficiently direct logistics functions, including distribution and supply 
support actixlties, across the theater of operations to accomplish an 
assigned mission. 


*'Pull operational capability means that the sj-stem has been deployed to all intended 
locations. 

” We conducted this engagement in response to a request from the Subcommittee on 
Readiness and Management Support, Senate Armed Services Committee. 
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For example, initiatives to improve the coordination of surface 
transportation assets — ^mainly trucks — in a theater of operations face 
challenges such as potential duplication of responsibilities, the 
unavailability of information technology tools, and unclear lines of 
command and control. According to a 2005 RAND Corporation study 
during the initial phase of Operation Iraqi Freedom there was no single 
organization deployed in theater with the authority to rebalance 
transportation assets across the theater and integrate and synchronize the 
surface deployment and distribution movements of materiel in support of 
the commander’s priorities. As part of its modular transformation, the 
Army is creating theater and expeditionary sustainment commands that 
are aimed in part at centralizing control over Army surface transportation 
assets within a theater of operations.®* In a separate initiative, U.S. 
Transportation Command created anew organization, the director of 
mobility forces-surface, to integrate surface deployment and distribution 
priorities set by the joint force commander, 

Army officials raised concerns about whether the theater and 
expeditionary sustainment commands would have the information 
technology tools and personnel necessary to effectively and efficiently 
cany out their missions. They said that these commands were designed to 
be smaller than tlieir predecessors, based on an assumption tliat certain 
information technology tools would be available to enable the commands 
to operate with fewer personnel. However, some of these information 
technology tools — such as the next generation Mobile Tracking System, 
Battle Command Sustainment Support System, and Transportation 
Coordinator’s Automated Information for Movements System II — have 
experienced problems during their development that have limited their 
capability or have delayed their fielding. According to Army officials, the 
shortcomings in available information tools have resulted in the need for 
additional staff in the theater and expeditionary sustainment commands 
and have required the commands to use manual, ad hoc techniques, which 


^®RAND Corporation, Sustainment of Army Forces in Operation Iraqi Freedom: 
Battlefield Logistics and Effects on Operations, Contract No. DAS WO l-C-0003 [Santa 
Monica, Calif.; 2005). 

^*Theater sustzunment commands provide the Army a single headquarters responsible for 
operaticmal command and control of logistics operations throughout the theater. 
Expeditionary sustmnment commands, a fonvard extension of the theater sustainment 
commands, lim'e a primary role of managing regional iogi.stics operations in support of the 
joint taskforce commander. 
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are cumbersome and manpower intensive, to validate, coordinate, and 
analyze data for decision making. 

The U.S. Transportation Command-led efforts to establish the director of 
mobility forces-surface hax'^e also faced implementation challenges. The 
initial assessment of the director of mobility forces-surface pilot in Kuwait 
by U.S. Transportation Command and U.S. Central Command indicated 
that the initiative faces a number of challenges related to command and 
control, availability of information technologj'^ tools, securing persormel 
with the expertise and knowledge to use the information technology tools 
that are available, and potential duplication of responsibilities with other 
Army organizations. U.S. Central Command discontinued the pilot in May 
2007 until some of these issues were resolved. In addition, the Army 
reviewed more than 100 proposed responsibilities of the director of 
mobility forces-surface and found that most of these responsibilities are 
already covered by the Army’s theater and expeditionary sustainment 
commands or other commands. 

DOD also has developed initiatives to consolidate and improve storage 
and shipping of materiel, including node management anid deployable 
depot, joint regional inventory and material management, and theater 
consolidation and shipping point, “ but such efforts have been 
implemented on a limited scale. During our visits to Kuwait, we found that 
the Defense Logistics Agency and the Army were operating separate 
facilities that have the potential for consolidation, which could result in 
more efficient use of resources. We discussed this issue with senior U.S. 
military officials in Kuwait and with Defense Logistics Agency officials. 
Following these discussions and the completion of our fieldwork, the 
Defense Logistics Agency assessed ways to improve theater distribution 
and made recommendations to consolidate and relocate existing 
operations. Specifically, in April 2007, the Defense Logistics Agency study 
team recommended terminating the theater consolidation and shipping 
point contract, assuming these functions at the defense distribution depot, 


^^ode managemejit and deployable depot is a Defense Logistics Agency initiative to 
develop a small-scale, rapidly deployable distribution center that has the capability to 
provide consolidated shipping, receiving, cross-docJdng, storage, coinmunication, and 
order processing. Joint re^onal inventory and material management, identified as one of 
the 10 initiatives in the plan, was discussed earlier in this statement. Theater consolidation 
and shipping points is an effort by the Defense Logistics Agency, in coordination with the 
Army and combatant commands, to improve the efficiency and interoperability of materiel 
consolidation and shipping activities. 
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and drawing down inventory and operations at the Army general support 
warehouse at Camp Ari^an. 

Finally, various options have emerged for improving the ability of a joint 
force commander to exercise command and control over joint theater 
logistics functions. U.S. Joint Forces Command is coordinating the joint 
experimental deployment and support initiative, whose objective is to 
experiment with a range of command and control options that can provide 
logistics coordination, integration, and synchronization to meet the 
combatant commander’s priorities. The initiative builds upon DOD’s joii\t 
deployment distribution operations center concept and progresses along a 
continuum to include more robust organizational options. However, the 
military services have raised concerns about how their own roles and 
responsibilities for providing logistics support might be affected and have 
opposed expansion of the most robust command and control option that 
has emerged — known as the joint force support component command. 

Our discussions with officials from the combatant commands and the 
military services indicated that there are unresolved issues related to 
exercising joint command and control over logistics functions in a theater 
of operations. A number of officials had concerns about how organizations 
such as the joint force support component command would be staffed and 
what roles and authorities it would have. Specifically, they mentioned 
statutory requirements for logistics support, directive authority for 
logistics, and operational and financial considerations, The services 
expressed concerns about mandating that they provide staff to the joint 
force support component command, while also fulfilling their Title 10 
respoirsibilities to man, tr^, and equip their forces.®* Officials from 
military service components in the geographic combatant commands 
raised the issue of having a service component take direction from a 
separate component command at the same level, rather than from a 
higher-level command, and they were resistant to losing personnel to such 
an organization because the service component commands still have 
tactical logistics responsibilities to fulfill. Some military service officials 
r£used questions about the effectiveness of a joint force support 
component command that lacked an ability to exercise directive authority 
for logistics. This authority gives the combatant commander the ability to 


■'Various provisions of Title 10, U.S. Code establish responsibilities and authorities for 
supplying and equipping liie armed forces. See 10 U.S.C. §§ 3013. 3062, 5013, 5062, 5063, 
8013, and 8062. 


Page 18 


GAO-07-1064T 



69 


shift logistics resources within the theater in order to accomplish a 
mission.®^ Officials we interviewed did not believe this authority could be 
delegated below tiie level of a joint force commander or servdce 
component commander® to an entity such as the joint force support 
component command Thus, they questioned how the joint force support 
component command differs from other logistics command and control 
organizations if die organization can make recommendations to the joint 
force commander but not actually direct the transfer of assets across the 
service components, known as cross-ieveling. Readiness and financial 
considerations related to exercising directive authority for logistics 
include the military operational risks and trade-offs associated with cross- 
leveling. Assets diverted from one unit to support another unit may affect 
the giving organization’s ability to conduct a future operation, and officials 
raised concerns that logisticians in a separate logistics command may not 
fully understand the impact of cross-leveling on the next military mission. 
Additionally, because the services obtain funding for their own assets, 
several officials told us that some form of financial reconciliation must be 
considered when exercising directive authority for logistics. 


Transforming and 
Improving Defense 
Business Operations 
Are Integral to 
Resolving Supply 
Chain Management 
Problems 


DOD spends billions of dollars to sustain key business operations intended 
to support the warfighter, including systems and processes related to the 
supply chain and other business areas. We have reported on inefficiencies 
in DOD’s business operations, such as the lack of sustained leadership and 
a comprehensive, integrated, and enterprisewide business plan. Moreover, 
at a time of increasing military operations and growing fiscal constraints, 
billions of dollars have been wasted annually because of the lack of 
adequate transparency juid appropriate accounubility across DOD’s 
business areas. 

As we have previously stated, progress in DOD’s overall approach to 
business transformation is needed to confront problems in other high-risk 


^Under 10 U.S.C. §164, unless otherwise directed by the President or the Secretary of 
Defense, the authority, direction, and control of the commander of a combatant command 
with respect to the commands and forces assigned to that command include giving 
authoritative direction to subordinate commands and forces necessary to cairy out 
missions assigned to the command, including authoritative direction over all aspects of 
nuiitary operations, joint training, and logistics. 

®Joint Chiefs of Staff, Joint Publication 4-0, Doctrine for Logistic Support of Joint 
Operations (Apr. 6, 2000), p. I-S. 
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areas, including supply chain management.^ Because of the complexity 
and long-term nature of business transformation, we have stated that DOD 
needs a Chief Manag^ient Officer with significant authority, experience, 
and a term that would provide sustained leadership and the time to 
integrate DOD’s overall business transformation efforts. Without formally 
designating responsibility and accountability for results, reconciling 
competing priorities among various organizations and prioritizing 
Investments will be difficult and could impede the department’s progress 
in addressing deficiencies in key business areas. Based on our long- 
standing body of work, pending legislative language, and the results of 
studies completed by the Defense Business Board and the Institute for 
Defense Analysis, there is a clear consensus that the department needs a 
Chief Management Officer and that the status quo is no longer acceptable. 

The two other DOD high-risk areas that are most closely linked with 
supply chain management are modernizing business systems and 
improving financial management. Successful resolution of supply chain 
management problems will require investment in needed information 
technology. The DOD systems environment that supports these operations 
is overly complex and error prone, and is characterized by little 
standardization acrass the department, multiple systems perfoiming the 
same tasks, the same data stored in multiple systems, and the need for 
data to be entered manually into multiple systems. Modernized business 
systems are essential to the department’s effort to address its supply chain 
management issues. In its plan, DOD recognizes that achieving success in 
supply chain management depends on developing interoperable systems 
that can share critical supply data One of the initiatives included in the 
plan is business system modernization, an effort that is being led by DOD’s 
Business Transformation Agency and that includes achieving materiel 
visibility through systems modernization as an enterprisewide priority. 

Regarding financial management, we have repeatedly reported that 
weaknesses in business management systems, processes, and internal 
controls not only adversely affect the reliability of reported financial data, 
but also file management of DOD operations. Such weaknesses have 
adversely affected the ability of DOD to control costs, ensure basic 
accountability, anticipate future costs and claims on the budget, measure 


^*The other high-risk areas under DOD’s approach to business transformation are business 
systems modemizarion, the personnel security cJearance program, support infrastructure 
management, fmandal management, and weapon systems acquisition. 
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performance, maintain funds control, and prevent fraud. In 2005, DOD 
issued its Financial bnprovement and Audit Readiness Plan, which is 
intended to provide DOD components wdth a road map for resohdng 
problems affecting the accuracy, reliability, and timelines of financial 
information and obtaining clean financial statement audit opinions. 
However, tangible evidence of improvements in financial management 
remains limited, and DOD recognizes that it will take several years to 
implement the systems, processes, and other improvements needed to 
address its financial management challenges. 


Improving Supply 
Chain Management 
May Involve 
Reexamining 
Fundamental Aspects 
of DOD’s Logistics 
Governance and 
Strategy 


Our recent review of joint theater logistics raises concerns about whether 
DOD can effectively implement this initiative without reexamining 
fundamental aspects of the department's logistics governance and 
strategy. In this respect, joint theater logistics may serve as a microcosm 
of some of the challenges DOD faces in resolving supply chain 
management problems. We found that DOD has not developed a 
coordinated and comprehensive management approach to guide and 
oversee implementation of joint theater logistics across the department. 
Efforts to develop and implement joint theater logistics initiatives have 
been fragmented among various DOD components largely because of a 
lack of specific goals and strategies, accountability for achieving results, 
and outcome-oriented performance measures — key principles of sound 
management. While DOD has broadly defined joint theater logistics as an 
adaptive ability to anticipate and respond to emerging theater logistics and 
support requirements, it has not developed specific goals and strategies 
linked to this vision. In addition, DOD has not assigned accountability for 
achieving results under joint theater logistics and has not developed 
outcome-oriented performance measures that would enable the 
department to know whether its efforts are fully and effectively achieving 
a joint theater logistics capability. Without a coordinated and 
comprehensive approach to managing joint theater logistics, DOD lacks 
assurance that it is on the right path toward achieving this capability or 
that individual initiatives will collectively address gaps in logistics 
capabilities. F\irther, DOD will have difficulty achieving the desired 
improvements in distribution and asset visibility associated with joint 
theater logistics as portrayed in the plan. 


Based on our review, we recommended that DOD develop and implement 
a coordinated and comprehensive management approach to guide and 
oversee efforts across the department to improve distribution and supply 
support for die U.S. forces in a joint theater. This approach should 
encompass sound management principles, including developing specific 
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strategies and goals, assigning accountability for achieving results, and 
using outcome-oriented performance measures. Moreover, in that report 
we recommended that DOD align its approach to joint theater logistics 
with ongoing actions the department is taking to reform its logistics 
governance and strategy, which are discussed below. In considering 
options for implementing this recommendation, we stated tliat DOD 
should determine whether any changes should be made to DOD’s 
organizational structure and control of resources for joint logistics 
support, and identify the steps needed to make these changes, including 
changes to existing laws, such as Title 10. DOD concurred with our 
recommendation. 

Regarding logistics governance, DOD has been testing a new approach to 
managing joint capabOities as aportfolio.^ In September 2006, the Deputy 
Secretary of Defense selected joint logistics as one of four capability areas 
for testing capabilities portfolio management.*^ These experiments were 
initiated in response to the 2006 Quadrennial Defense Review, which 
emphasized DOD’s need to build on capabilities-based planning and 
management. According to DOD officials, the purpose of this test is to 
detennine if DOD can make better leadership decisions by managing a 
portfolio of capabilities instead of managing systems and capabilities 
individually. Thus, this portfolio test is intended to enable senior leaders to 
convSider trade-offs across previously stovepiped areas and to better 
\mderstand the implications of investment decisions across competing 
priorities. Specifically in the joint logistics area, the portfolio includes all 
capabilities required to project and sustain joint force operations, 
including supply chain operations. While DOD officials told us the initial 
results of the test have been completed and have shown that portfolio 
management is an effective means for managing capabilities, they said that 
decisions had not yet been made on how to implement this new 
governance approach. 

The decisions DOD makes on capabilities portfolio management will also 
influence the development of its logistics strategy'. In oixr prior work, we 
have noted that DOD has undertaken various efforts over the years to 


^^DOD has Identilled other actions in addition to portfolio management for improving DOD 
governance. For example, DOD is studying ways to establish better strategic direction and 
exploring options for DOD capital resource allocation and funding stability. 

*‘The other three test cas« are joint command and control, joint net-centric operations, 
and batdespace awareness. 
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identify, and plan for, future logistics needs, but it has lacked an 
overarching, consistent logistics strategy. Last year, the department began 
to develop a “to be” road map to guide future logistics programs and 
initiatives. DOD officials described the ‘to be” road map as portraying 
where the department is headed in the logistics area and how it will get 
there; monitoring progress toward achieving its objectives; and 
institutionalizing a continuous assessment process that links ongoing 
capability development, program review's, and budgeting. According to 
DOD officials, the initiatives in the plan will be incorporated into the “to 
be” road map. At this time last year, the first edition of the “to be” road 
map Tvas scheduled for completion in February 2007, in cor\junction with 
the submission of the President’s Budget for Fiscal Year 2008, with annual 
updates planned. However, DOD subsequently put the “to be” road map on 
hold pending the completion of the capabilities portfolio management test. 
DOD officials have told us that the “to be” road map is now scheduled to 
be completed in summer 2008. In January,®^ w'e recommended that DOD 
improve its ability to gnide logistics programs and initiatives across the 
department and to demonstrate the effectiveness, efficiency, and impact of 
its efforts to resolve supply chain management problems by completing 
the development of a comprehensive, integrated logistics strategy that is 
aligned with other defense business transformation efforts. DOD 
concurred with our recommendation. 

In re%’iewing DOD’s approach to developing and implementing joint 
theater logistics initiatives, we found that the diffused organization of 
DOD’s logistics operations, including separate funding and management of 
resources and systems, complicates DOD’s ability to adopt a coordinated 
and comprehensive approach. Several recent studies of DOD logistics 
system have reached similar conclusions. Since 2003, a number of studies 
have recommended changes to DOD’s organizational structure for 
providing joint logistics and supply support to military operations.® Some 
of these organizations have noted that control over resources is a critical 
issue to be addressed. For example, the Defense Science Board 
recommended creation of a joint logistics command that would combine 
the missions of U.S, Transportation Command, the Defense Logistics 
Agency, and service logistics commands. The Center for Strategic and 
International Studies also suggested the creation of a departmentwide 
logistics command responsible for end-to-end supply chain operations. 


^GAO-07-234. 

Vor a listing of ttiese studies and their recommendations, see GAO-07-234- 
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Regarding resource allocation, this study further stated that resources 
should be organized, managed, and budgeted largely along military service 
lines, but in those instances where joint capability needs are not being met 
by the services, the Secretary must turn to joint processes and entities. 

The Lexington Institute, which also recommended creation of a U.S. 
logistics command at the four-star level, concluded that Title 10 may need 
to be amended in order to create this command. The Lexington Institute 
also concluded that existing funding mechanisms act as disincentives for 
joint logistics transformation and interoperability. The Defense Business 
Practice Implementation Board, while not agreeing with the idea of 
combining U.S. Transportation Command and the Defense Logistics 
Agency, recommended that DOD elevate leadership for supply chain 
integration by designating a new under secretary of defense who would 
have authority to direct integration activities, including control over 
budget decisions affecting these two components and the military 
services. While we noted that transfonnational changes such as those 
proposed by these organizations may not be possible without amending 
existing laws, the scope of our joint theater logistics review did not 
include an assessment of these proposals or what changes, if any, would 
require congressional action. 

Also contributing to coordination problems in the area of supply chain 
management have been difficulties in clearly defining the responsibilities 
and authorities of defense components that have a role in supply chain 
operations. For example, although the Secretary of Defense in 2003 
designated the Commander, U.S. Transportation Command, as DOD’s 
distribution process owner — with responsibilities for overseeing the 
overall effectiveness, efficiency, and alignment of DOD-wide distribution 
activities — DOD has yet to issue a directive defining the process owner’s 
authority, accountability, resources, and responsibility." We have 
recommended that DOD enhance its ability to take a more coordinated 
approach to improving the supply distribution system by, among other 
things, clarifying the scope of responsibilities, accountability, and 
authority between the distribution process owner and other 


In May 2006, the Deputy Secretary of Defense redesignated the Commander, U.S. 
Transportation Command as DOD's distribution process owner. Under this redesignation, 
the mission of the distribution process owner is to oversee the overall effectiveness, 
efficiency, and alignment of DOD-wide distribution activities and to establish concepts and 
operational frameworks relating to the planning and execution of DOD transportation 
operations. 
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organizations ® Although DOD did not concur with this recommendation 
at the time we issued our report in 2005, DOD officials have recently told 
us they plan to issue a directive aimed at more clearly defining the role of 
the distribution process owner. Until this directive is issued, the 
re^onsibilities and authorities of the distribution process owner remain 
uncle 2 ir. Echoing this theme, the Defense Business Board in April 2007 
recommended that DOD take steps to clearly identify decision-making 
authority regarding supply chain integration. Specifically, the Defense 
Business Board recommended that DOD define and communicate 
enterprise goals in order to align iiutiatives; clearly define responsibilities 
and authorities of all players in the supply and distribution processes; and 
allocate responsibility and authority to set direction and oversee progress, 
and make necessary decisions to carry out DOD’s agreed-upon supply 
chain management strategy and achieve enterprise goals. 

DOD, like much of the federal government, will face critical challenges 
during the 21st century that will test fundamental notions about how 
agencies and departments should be organized and aligned to cany out 
their missions. For example, the department faces challenges in 
accomplishing its transformation goals and making improvements in key 
business areas such as supply chain management. We have suggested that 
decision makers may need to reexamine fundamental aspects of DOD’s 
programs by considering issues such as whether current organizations are 
aligned and empowered to meet the demands of the new security 
environment as efficiently as possible and what kinds of economics of 
scale and improvements in deliveiy of support services would result from 
combining, realigning, or otherw^e changing selected support functions, 
including logistics. 


Concluding 

Observations 


Between now and the next update of our high-risk series m 2009, we plan 
to continue to assess DOD’s progress h\ resolving supply chain 
management problems against the criteria we have established for 
removing a high-risk designation. In addition to monitoring the progress of 
DOD’s plan, we plan to conduct audits related to specific aspects of supply 
chain management. As I indicated earlier, a priority for the department as 
it moves forward should be to track and assess the outcomes achieved 


^*GAO-05-775. 

*GAO, 21st Century Challenges: Reexamining the Base of the Federal Government, 
GAO-05-325SP (Washington, D.C.: February 2005). 
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through its initiatives and the progress made in resolving supply chain 
mairagement problen^ in the tliree focus areas of asset visibility, 
requirements forecasting, and materiel distribution. We will also consider 
progress made in defense business transformation, business system 
modenuzation, and financial management because of the close linkage 
between these efforts and DOD's success in improving its supply chain 
management. We look forward to working with the department to provide 
an accurate appraisal of progress toward the goal of successfully resolving 
problems tliat have hindered effective and efficient supply chain 
management. 


Mr. Chairman, this concludes niy prepared remarks. I would be happy to 
answer any questions you or other Members of the Subcommittee may 
have. 


Contacts and information regarding this testimony, please contact William 

. , , Solis at (202) 512-8365 or solisw<®gao.gov. Contact points for our Offices 

ACKnOWlCdgmcntS of congressional Relations and Public Affairs may be found on the last 

page of this statement Individi^s making contributions to tliis testimony 
include Tom Gosling, Assistant Director; Karyn Angulo; Larry Junek; and 
Marie Mak. 


(351058) 
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BACKGROUND 

FROM WAREHOUSE TO WARFIGHTER: AN UPDATE ON SUPPLY 
CHAIN MANAGEMENT AT DOD 
July 10, 2007 


Background 

The goal of supply chain management is to deliver the “right items to the right place at 
the riglit time” to the warfighter. The Department of Defense (DoD) relies on a number of 
individual processes and activities, which collectively make up supply chain management to 
purchase, produce, and deliver products and services to operational military forces during 
wartime or contingency operations. 

DoD generally accumulates reserves of weapons systems, equipment, spare parts, and 
other items during peacetime for eventual use in a contingency operation. These reserves are 
intended to supply the warfighter in contingency operations until the national supply system can 
increase production sufficiently to meet DoD’s needs. DoD relies on the defense working capital 
funds to finance the flow of supplies to the sert'ices. Since the 1990’s, the Government 
Accountability Office (GAO) has identified DoD’s supply chain management as a high-risk area 
because of high inventory levels and a supply system that is not responsive enough to the needs 
of the warfighter. 


DoD Plan For Improvement - GAO High Risk List 

In order to improve the supply chain management process, DoD, the Office of 
Management and Budget (0MB), and GAO worked together at the request of this Subcommittee 
to develop a supply chain management improvement plan. The plan consists of ten specific 
initiatives that can be measured against three strategic goals, which include improvements in (1) 
asset visibility; (2) forecasting; and (3) distribution. This plan is updated regularly, with the 
most recent update released in May 200?'. These 10 areas are discussed in greater detail below. 

This plan includes several metrics used by the Department that can track short-term 
progress on supply chain improvements. The metrics are (1) reducing backorders; (2) improving 
customer wait times; (3) improving logistics response time; and (4) improving on-time orders. 
However, according to GAO, these metrics may be inadequate and may not necessarily reflect 
performance. 

GAO has stated in multiple reports that DoD lacks outcome focused^ metrics and cost 
metrics to track progress in improving supply chain management.^ 


' Department of Defense, “DoD Plan for Improvement in the GAO High Risk Area of Supply Chain Management 
with a Focus on Inventory Management and Distribution.” May 2007. 

“ The metrics that DoD uses to gauge overall progress do not always specifically relate to the initiatives in the plan. 
^ GAO, “Progress Made Implementing Supply Chain Management Recommendations, but Full Extent of 
Improvement Unknown.” GAO-07-234, January 2007. 
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Joint Theater Logistics 

One of the ten areas for improvement that this hearing will pay particular attention is 
Joint Theater Logistics, which focuses on getting the right supplies into a combat theater in a 
timely manner. After last year’s hearing. Senators Akaka and Voinovich requested a GAO report 
expanding on Joint Theater Logistics and its challenges. The report will be released at the 
hearing. 

Despite large scale logistic efforts in supporting Operation Iraqi Freedom, there have 
been problems with asset visibility and material distribution. One example identified by the 
GAO report involves management of 20- and 40- foot sea-land containers. As of April 30, 2007, 
over 54,000 containers were reported as lost in DoD’s management system. Additionally, 
thousands of commercial containers were not returned on time, costing DoD approximately $ 1 5 
million per month.'* Approximately 28,000 of these containers were eventually bought out by 
DoD at a cost of $203 million in order to avoid container detention charges.^'® 

The Joint Theater Logistics initiative seeks to enable DoD to centralize all of their 
theater logistics instead of having the individual military services handling the process 
independently of one another. The Joint Theater Logistics process is led by the Department of 
Defense’s Joint Staff (J4). 

Currently, the Defense Logistics Agency (DLA) is responsible for managing and 
providing supplies for the warfighter. TRANSCOM has been named the Distribution Process 
Owner (DPO), and is responsible for getting supplies into a theater. Individual geographic 
combatant commands (COCOMS) are then responsible for intra-theater logistics, including 
management and distribution. All components involved with Joint Theater Logistics have 
worked together to create Deployment and Distribution Operations Centers (DDOC’s), which 
coordinate getting supplies into the hands of the warfighter within a theater of operations. 

The GAO report finds, as with most supply chain issues, that DoD faces several 
challenges in implementing joint theater logistics due to departmental management problems. 
However, they do note that components have made several improvements to joint theater 
logistics activities, but that they could do better with coordinated management. 


Other Initiatives In The DoD Plan For IMPRO^'EMENT’ 

• Radio Frequency Identification (RFID) will allow DoD to use scanning and radio 
frequency technology to track the location of goods stored in warehouses and those 
moving through the supply chain. DoD expects that RFID will improve the visibility, 

‘‘ U.S. Army Audit Agency, “Asset Visibility and Container Management - Operation Iraqi Freedem, Audit Report.” 
July 5, 2005. 

^ Government Accountability Office, Efforts to In^rove Distribution and Supply Support for Joint Military 
Operations Could Benefit from a Coordinated Management Approach. June 2007. 

^ Container Detention Charges are charges by commercial shippers that are incurred on containers that are not 
returned ■within the agreed upon time. 

^ “DoD Plan for Improvement in the GAO High Risk Area of Supply Chain Management with a Focus on Inventory 
Management and Distribution.” Department of Defense, May 2007. 
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timeliness, and accuracy of the shipping and receiving of assets. This technology is 
similar to a bar code scanner that is used when purchasing products in stores, 

• Item Unique Identification (lUID) provides for marking items with a machine-readable 
unique item identifier, which is a set of globally unique data elements. The technology is 
similar to a bar code that you see on everyday products in stores. The UII is used to 
provide important tracking information on DoD assets. Once items are labeled with this 
technology, DoD will be able to keep more detailed information on their assets. The 
information could be used to ensure accurate acquisition, repair, and deployment of items 
in an efficient and effective manner. 

• Joint Regional Inventory Material Management (JRIMM) seeks to streamline the 
storage and distribution of assets within a geographic area in order to eliminate duplicate 
and non- value added procedures that hamper the inventory management process. Under 
JRIMM, all of the components in the selected geographic area would work together to 
identify steps to streamline the way assets will move within that area. The first JRIMM 
operation is on Oahu where PACOM is overseeing the establishment of a single 
inventory and distribution system utilized by all commands. 

• Readiness Based Sparing (RBS) is a process that will help DoD answer key inventory 
management questions. The goal of RBS is to provide improved readiness while 
lowering the overall cost of managing the DoD’s assets. This process is based on a 
modeling technique to help DoD determine how best to invest in spare parts to improve 
the Department’s readiness. 

• War Reserve Materiel Improvements will allow the Department to increase readiness 
and improve forecasting of war reserve materiel. The war reserves inventory contain 
assets that are supplied to the war fighter at initial stages of any war. 

• Commodity Management is a private industry best practice that will enable DoD to 
formulate long-term inventory decisions by looking at the cost and reliability of assets 
over their total lifecycle, which includes initial purchases through termination. This 
initiative will help the Department get the best value for their assets by employing 
techniques like cost-benefit analysis. Each military service already has a Commodity 
Management plan. However, DoD intends to develop one centralized strategy to link 
each plan from the services together. 

• Joint Deployment and Distribution Operations Center (JDDOC) will provide 
Combatant Commands (such as Central Command) with a joint theater logistics 
capability, including supply, transportation, and distribution of assets and material 
moving into and out of the theater. 

• Defense Transportation Coordination Initiative (DCTI) will help DoD improve the 
reliability, predictability, and efficiency of DoD material moving within the Continental 
United States. DoD will rely on industry best practices to consolidate their shipments in 
order to improve performance and lower costs. 

• Business Management Modernization Program was created on May 20, 2003, by 
former DoD Under Secretary of Defense (Comptroller) and Chief Financial Officer, Dov 
Zakheim, to replace the Department’s Financial Management Modernization Program. 
The BMMP was designed to focus on the transformation of business operations to 
achieve improved warfighter support, while providing auditable financial reporting across 
DoD, The information technology improvements in the Department’s Business 
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Management Modernization Program are essential for streamlining DoD’s supply chain 
management process. 


Strategic Plans With Links to Supply Chain Management 

In addition to the DoD Plan for Improvement, there are multiple other strategic 
documents produced by several components within the Office of the Secretary of Defense. All 
of these plans address different aspects of supply chain management. Currently, DoD lacks a 
single unified plan for improving supply chain management, though there are some common 
threads. Other strategic plans include: 

• Quadrennial Defense Review; 

• Logistics Transformation Strategy; 

• Focused Logistics Roadmap; 

• Enterprise Transition Plan; and 

• To Be Roadmap (still under development); 

Quadrennial Defense Review^: All of DoD’s strategic planning are supposed to be developed 
based on the Quadrennial Defense Review (QDR). The QDR contains a short section on 
“Managing Supply Chain Logistics” that can be linked to each of the supply chain management 
plans. In addition, the QDR highlights DoD’s ongoing efforts to use Radio Frequency 
Identification technology to track assets moving through the supply chain. 

Loeistics Transformation Strateev^: The second tier of DoD’s supply chain management 
planning process is the Logistics Transformation Strategy, which was developed at the direction 
of the Department’s FY 2006 Strategic Planning Guidance. The plan will enable DoD to better 
manage logistics and to integrate and coordinate joint capabilities for military operations. The 
plan also includes tests to refine, validate, integrate, and socialize transformational logistics 
technology and concepts. 

Focused Loeistics Roadmap”’ : DoD’s Logistics Transformation Strategy led to the development 
of the Focused Logistics Roadmap. The goal of Focused Logistics is to integrate DoD’s efforts 
across the four military services. As an element of the overall Logistics Transformation 
Strategy, the Focused Logistics Roadmap assembles, integrates, and documents focused 
logistics-enabling programs and initiatives and reports progress toward the achievement of 
focused logistics. To this end, the Focus Logistics Roadmap provides transparent links to the 
QDR and the Department’s Supply Chain Management High-Risk Improvement Plan. 

Entervrise Transition Plan" : The fourth strategic document in DoD’s supply chain planning 
process is the Enterprise Transition Plan. This plan provides a roadmap for transfonning the 
Department’s business operations, which is considered by GAO as DoD’s overarching high-risk 


* Department of Defense, Quadrennial Defense Review Report. February 6, 2006. 
^ Department of Defense, Defense Logistics Strategy. December 10, 2004. 

Department of Defense, Focused Logistics Roadmap. August 1998. 

" Department of Defense, Enterprise Transition Plan. September 28, 2006. 
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area. The plan describes a business transformation strategy properly aligned with the 
warfighting mission, a process centered on achieving business priorities with specific results- 
based outcomes, and the mechanisms that will guide implementation. In addition, portions of 
this plan are linked to other DoD supply chain and logistics strategic documents, including the 
QDR and the Supply Chain Management High-Risk Improvement Plan. 

To Be Roadmap ^^: The “To Be” roadmap originally was scheduled for release in February 2007. 
This document is meant to be a more cohesive roadmap that gives an overall look at where DoD 
is going in the logistics field, how it intends to get there and how' progress and performance will 
be measured. It is intended to identify the scope of logistics problems and capability gaps, and 
would include specific performance goals, programs, milestones, resources, and metrics to guide 
improvements in supply chain management and other areas of DOD logistics. The roadmap has 
been delayed while DoD finishes up pilot projects related to the roadmap’s content. 


Additional Information/Resources: 

Department of Defense, Quadrennial Defense Review Report. February 6, 2006. 
[http://www.defenselink.mil/qdr/report/Report20060203.pdf] 

Department of Defense, Defense Logistics Strategy. December 10, 2004. 

[https://acc.dau.mil/GetAttachment.aspx?id=32584&pname=file&lang=en-US&aid=6183] 

Department of Defense, Focused Logistics Roadmap. August 1998. 
[http://www.aoq.osd.mil/log/lmr/programs/focuslog.pdf] 

Department of Defense, Enterprise Transition Plan. September 28, 2006. 
[http://www.defenselitik.mil/dbt/products/Sept-06-BEA_ETP/index.htm] 

Department of Defense, DoD Plan for Improvement in the GAO High Risk Area of Supply Chain 
Management with a Focus on Inventory Management and Distribution. May 2007. 
[http://www.acq.osd.mil/log/sci/High_Risk_Update_May_2007.doc] 

Government Accountability Office, Progress Made Implementing Supply Chain Management 
Recommendations, but Full Extent of Improvement Unknown. January 2007. 
[http://www.dss.mil/diss/jpas/docs/JPAS-How-to-Manual.pdf] 

Government Accountability Office, Efforts to Improve Distribution and Supply Support for Joint 
Military Operations Could Benefit from a Coordinated Management Approach. June 2007. 
(Temporarily Embargoed Pending Official Public Release at Hearing) 


GAO, “Progress Made Implementing Supply Chain Management Recommendations, but Full Extent of 
Improvement Unknown,” GAO-07-234, January 2007. 
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Suggested Questions 

Are changes needed to Title 10 in order to give TRANSCOM sufficient authority to carry out its 
mission as Distribution Process Owner? 

When is the “To Be” Roadmap expected to be complete? 

Is the Defense Security Service budget request for FY2008 Adequate to maintain operations also 
paying for security clearances? 

Could DoD benefit from using more commercial performance metrics, such as the Supply Chain 
Operations Reference-model”? 

Other than Information Technology, what barriers exist to achieving Total Asset Visibility? 


Supply Chain Council, [http://\vww.supply-cham.org/page,ww?section=SCOR+Model£&name==SCOR+Model] 
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January 2007 


DOD’S HIGH-RISK AREAS 

Progress Made Implementing Supply 
Chain Management Recommendations, 
but Fuii Extent of Improvement Unknown 


What GAO Found 

DOD’s success in improving supply chain management is closely linked with 
its defense business transformation efforts and completion of a 
comprehensive, integrated logistics strategy. Based on GAO’s prior reviews 
and recommendations, GAO has concluded that progress in DOD’s overall 
approach to buaness defense transformation is needed to confront problems 
in other lugh-risk areas, including supply chain management. DOD has taken 
several actions intended to advance business transformation, including the 
establishment of new governance structures and the issuance of an 
Enterprise Transition Plan aligned with the department’s business enterprise 
architecture. As a separate effort, DOD has been developing a strategy — 
called the “To Be" lo^tics roadmap — to guide logistics programs and 
initiatives across the department. The strategy would identify the scope of 
logistics problems and capability gaps to be addressed and include specific 
performance goals, programs, milestones, and metrics. However, DOD has 
not identified a target date for completion of this effort. According to DOD 
officials, its completion is pending the results of the department’s ongoing 
test of new concepts for managing logistic capabilities. Without a 
comprehensive, integrated strategy, decision makers will lack the means to 
effectively guide logistics efforts, including supply chain management, and 
the ability to determine if these efforts are achieving desired results. 

DOD has taken a number of actions to improve supply chain man^ement, 
but the department is unable to demonstrate at this time the full extent of its 
progress that may have resulted from its efforts. In addition to implementing 
audit recommendations, DOD is implementing initiatives in its supply chain 
management improvement plan. However, it is \mclear how much progress 
its actions have resulted in because the plan generally lacks outcome- 
focused performance metrics that track progress in the three focus areas 
and at the initiative level. DOD’s plan includes four high-level performance 
measures, but these measures do not explicitly relate to the focus areas, and 
they may be affected by many variables, such as disruptions in the 
distribution process, other than DOD’s supply chain initiatives. Further, the 
plan does not include overall cost metrics that might show efficiencies 
gained through the efforts. Therefore, it is unclear whether DOD is meeting 
its stated goal of improving the provision of supplies to the warfighter and 
improving readiness of equipment while reducing or avoiding costs. 

Over the last 5 years, audit organizations have made more than 400 
recommendations that focused specifically on improving certain aspects of 
DOD’s supply chain management. About two-thirds of the recommendations 
had been closed at the time GAO conducted its review, and most of these 
were considered implemented. Of the total recommendations, 41 percent 
covered the focus areas in DOD’s supply chain management improvement 
plan: requirements forecasting, asset visibility, and materiel distribution. The 
recommendations addressed five common themes — management oversight, 
performance tracking, planning, policy, and processes. 

lirtifari states Government Accountability Office 
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United States Government Accountability Office 
Washington, D.C. 20548 


January 17, 2007 

The Honorable Daniel K Akaka 
Chairman 

The Honorable George V. Voinovich 
Ranking Minority Member 

Subconunittee on Oversight of Government Management, the Federal 
Workforce, and the District of Columbia 
Committee on Homeland Security and Governmental Affairs 
United States Senate 

Military operations in Iraq and Afjghanistan have focused attention on the 
performance of the Department of Defense’s (DOD) supply chain 
management in support of deployed U.S. troops. The availability of spare 
parts and other critical supply items affects the readiness and operational 
c^abilities of U.S. military forces, and the supply chain can be a critical 
link in determining outcomes on the battlefield. Moreover, the investment 
of resources in the supply chain is substantial, amounting to more than 
$150 billion a year according to DOD. As a result of weaknesses in DOD’s 
management of supply inventories and responsiveness to warfighter 
requirements, supply chain management has been on our list of high-risk 
federal government programs since 1990. We initially focused on inventory 
management and later determined that problems extended to other parts of 
the supply chain, to include requirements forecasting, asset visibility, and 
materiel distribution.^ 

In 2005, with the encouragement of the Office of Management and Budget 
(0MB), DOD developed a plan to address some of the systemic weaknesses 
as a first step toward removing supply chain management from our high- 
risk list. Since then we have reviewed and commented on DOD’s progress 
toward implementing its supply chain management improvement plan, the 
linkage of this plan with other DOD logistics^ plans, and the extent to which 
DOD has incorporated performance metrics for tracking and 


*GAO, High-Risk Series: An Update, GAO-05-207 (Washington, D.C.: January 2006). 

^DOD defines “logistics” as Ihe science of planning and carrying out the movement and 
maintenance of forces. Logistics has six functional areas: supply, maintenance, 
transportation, civil engineering, health services, and other services. 
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demonstrating progress.® We have stated that, overall, DOD’s plan 
addressing supply chain management is a good first step toward putting 
DOD on a path towani resolving long-standing supply chain management 
problems, but that the department faces a number of challenges £uid risks 
in fully implementing its proposed chzuiges across the department and 
measuring progress. 

In response to your Committee’s request, we have continued to monitor 
DOD’s progress toward resolving supply chain management problems. 
Specificalb'i this report discusses (1) the integration of supply chain 
management with broiuler defense business transformation and strategic 
logistics planning efforts and (2) the extent to which DOD is able to 
demonstrate progress toward improving supply chain management In 
addition, we developed a baseline of recommended improvements to 
DOD’s supply chain management that have been made over the past 5 
years. 

Our discussion of the integration of supply chain management with broader 
defense business transformation efforts is based primarily on our prior 
reports and testimonies. We obtained information from officials in the 
Office of the Secretary of Defense on their efforts to develop an 
overarching strategy to guide departmentwide logistics programs and 
initiatives. We met regularly with DOD and 0MB officials to discuss the 
overall status of the supply chain management improvement plan, the 
implementation schedules of the plan’s individual initiatives, and the plan’s 
performance measures. We visited and interviewed officials from U.S. 
Transportation Command, the Defense Logistics Agency, the military 
services, and the Joint Staff to gain their perspectives on improving supply 
chain management. In developing a baseline of recommended supply chain 
management improvements, we surveyed audit reports issued between 
October 2001 and September 2006 by our office, the Department of Defense 
Office of the Inspector General (DOD-IG), and the military service audit 
agencies. We selected this time period because it corresponds with the 
onset of recent military operations that began with Operation Enduring 
Freedom. For each audit recommendation contained in these reports, we 
determined its status and focus. In analyzing the status of 


®GA0, DOD’s High-Risk Areas: High-Level Commitment and Oversight Needed for DOD 
Supply Chain Plan to Succeed, GAO-06-H3T (Washington, D.C.: Oct. 6, 2005) andDOD's 
High-Risk Areas: Challenges Remain to Achieving and Demonstrating Progress in Supply 
Chain Management, GAO-06-^3T (Washington, D.C.: July 25, 2006). 
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recommendations, we determined whether DOD or the component 
orgam 2 ation* concurred with the recommendations, whether the 
recommendations were elided, m\d whether closed recommendations had 
been implemented. We determined that the data we obtained from the 
DOD-IG and the service audit agencies were sufficiently reliable for our 
purposes. In analyzing the focus of recommendations, we identified those 
addressing three specific areas — requirements forecasting, asset visibility, 
and materiel distribution — as well those addressing other supply chain 
manj^ement concerns. We selected these three focus areas as the 
fi-amework for our analysis based on our prior work in this high-risk area 
and because DOD has structured its supply chain management 
improvement plan around them. While we included recommendations by 
non-audit organizations in our analysis, we did not determine the extent to 
which DOD concurred with or implemented them because their status is 
not systemically tracked. Additional information on our analysis, including 
further explanation of the terms used in describing the status of 
recommendations, is discu^ed in the scope and methodology section. We 
conducted our review from January through November 2006 in accordance 
with generally accepted government auditing standards. 


ROSUltS in Briof DOD’s success m improving supply chain management is closely linked 

with its overall defense bu^ess transformation efforts and completion of 
a comprehensive, integrated logistics strategy. Our prior reviews and 
recommendations have addressed business management problems that 
adversely affect the economy, efficiency, and effectiveness of DOD’s 
operations, and that have resulted in a lack of adequate accountability 
across several of DOD’s m^jor business areas. We have concluded that 
progress in DOD’s overall approach to business transformation — identified 
as a high-risk area in 2005— is needed to confront other high-risk areas, 
including supply chain management. We have made a number of 
recommendations to address defense business transformation, including 
strengthening the management of DOD’s business systems modernization 
through the adoption of enterprise architecture and investment 
management best practices. In response, DOD has taken several actions 
intended to advance transformation, such as establishing governance 
structures like the Business Transformation Agency and developing an 
Enterprise Transition Plan aligned with its business enterprise 


‘Depending cm the nature of the recommendation, the component organization responding 
to it may be a military service, defense agency, command, or another office within DOD. 
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architecture. As a separate effort, DOD has been developing a strategy to 
guide logistics programs and initiatives across the department. Called the 
“To Be” logistics roadmap, this strategy would identify the scope of 
logistics problems and capability gaps to be addressed and include specific 
performance goals, programs, milestones, resources, and metrics to guide 
improvements in supply chain management and other areas of DOD 
logistics. DOD has not established a target date for completing the “To Be” 
logistics roadmap. According to DOD officials, its completion is pending 
the results of the department’s ongoing test of new concepts for managing 
io^tics capabilities. Initial results of this test are expected to be available 
in the spring of 2007. We have also noted previously that while DOD and its 
component organizations have developed multiple plans for improving 
aspects of logistics, the linkages among these plans have not been clearly 
shown. Without a comprehensive, integrated logistics strategy, decision 
makers will lack the means to effectively guide logistics efforts, including 
supply chain management, and the ability to determine if these efforts are 
achieving the desired result. 

DOD has taken a number of actions to improve supply chain management, 
but the department is un^d^le to demonstrate at this time the fiill extent of 
progress that ma^r have resulted from its efforts. In addition to 
implementing audit recommendations, as discussed below, DOD is 
implementing initiatives in its supply chain management improvement 
plan. However, it is unclear how much progress its actions have resulted in 
because the plan generally lacks outcome-focused performance metrics 
that track progress in the three focus areas and at the initiative level. 
Performance metrics are essential for demonstrating progress toward 
achieving goals and providing information on which to base organizational 
and management decisions. Moreover, outcome-focused performance 
metrics show results or outcomes related to an initiative or program in 
terms of its effectiveness, efficiency, impact, or all of these. DOD’s plan 
includes four high-level performance measures that are being tracked 
across the department, but these measures do not explicitly reflect the 
performance of the initiatives or relate to the focus areas. Additionally, 
these measures may be affected by many variables other than DOD’s supply 
chain initiatives. For example, changes in customer wait time could result 
from wartime surges in requirements or disruption in the distribution 
process; hence, improvements in the high-level performance measures do 
not necessarily reflect the success of an initiative in DOD’s supply chain 
management improvement plan. FXirther, the plan does not include overall 
cost metrics that might show efficiencies gained through improvement 
efforts. Although DOD faces challenges to developing departmentwide 
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supply chain performance measures, such as the difficulty of obtaining 
standardized, reliable data from noninteroperable systems, without 
outcome-focused performance and cost metrics, it is unclear whether DOD 
is progressing toward meeting its stated goal of improving the provision of 
supplies to the warfighter and improving readiness of equipment while 
reducing or avoiding costs through its supply chain initiatives. 

In developing a baseline of recommended supply chain management 
improvements, we identified 478 recommendations that audit 
organizations have made between October 2001 and September 2006. DOD 
or the component organization concurred with 411 (86 percent) of the total 
recommendations. In addition, 315 (66 percent) recommendations had 
been closed, and 275 (87 percent) of the closed recommendations had been 
implemented at the time we conducted our review. The three focus areas of 
requirements forecasting, asset visibility, and materiel distribution 
accounted for 196 (41 percent) of the total recommendations, while other 
inventory management issues accounted for most of the remaining 
recommendations. In addition, we further grouped the recommendations 
into five common themes — management oversight, performance tracking, 
planning, policy, and processes. Most of the recommendations addressed 
processes (38 percent), management oversight (30 percent), or policy (22 
percent), with comparatively fewer addressing planning (7 percent) and 
performance tracking (4 percent).^ Studies conducted by non-audit 
organizations, such as the Center for Strategic and International Studies 
and the Defense Science Board, made recommendations that address 
supply chain management as part of a broader review of DOD logistics. For 
example, both these organizations have suggested the creation of a 
departmentwide logistics command responsible for end-to-end supply 
chain operations. 

We are making recommendations to the Secretary of Defense to improve 
DOD’s ability to guide logistics programs and initiatives across the 
department and to demonstrate the effectiveness, efficiency, and impact of 
its efforts to resolve supply chain management problems. In commenting 
on a draft of this report, DOD concurred with our recommendations. 


^Percentages in this report do not always add to 100 due to rounding. 
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Backgroimd 


For 16 years, DOD’s supply chain management processes have been on our 
list of high-risk areas needing urgent attention because of long-standing 
systemic weaknesses that we have identified in our reports. We initiated 
our high-risk program in 1990 to report on government operations that we 
identified as being at high risk for fraud, waste, abuse, and 
mismanagement The program serves to identify and help resolve serious 
weaknesses in areas that involve substantial resources and provide critical 
services to the public. 

Removal of a high-risk designation may be considered when legislative and 
agency actions, including those in response to our recommendations, result 
in significant and sustainable progress toward resolving a high-risk 
problem.® Key determinants include a demonstrated strong commitment to 
and top leadership support for addressing problems, the capacity to do so, 
a corrective action plan that provides for substantially completing 
corrective measures in the near term, a program to monitor and 
independently validate the effectiveness of corrective measures, and 
demonstrated progress in implementing corrective measures. 

Beginning in 2005, DOD developed a plan for improving supply chain 
management that could reduce its vulnerability to fraud, waste, abuse, and 
mismanagement and place it on the path toward removal from our list of 
high-risk areas. This supply chain management improvement plan, initially 
released in July 2005, contains 10 initiatives proposed as solutions to 
address the root causes of problems we identified from our prior work in 
the areas of requirements forecasting, asset visibility, and materiel 
distribution. 

DOD defines requirements as the need or demand for personnel, 
equipment, facilities, other resources, or services in specified quantities for 
specific periods of time or at a specified time. Accurately forecasted supply 
requirements are a key first step in buying, storing, positioning, and 
shipping items that the warfighter needs. DOD describes asset visibility as 
the ability to provide timely and accurate information on the location, 
quantity, condition, movement, and status of suppfies and the ability to act 
on that infomnafion. Distribution is the process for synchronizing all 


®GAO, Determining Performance and Accountability Challenges and High Risks, GAO-01- 
159SP (Washington, D.C.: November 2000). 
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elements of the logistics system to deliver the “right things” to the “right 
place” at the “right time" to support the warfighter. 


Improvements to 
Supply Chain 
Management Are 
Linked with Overall 
Defense Business 
Transformation and 
Completion of a 
Comprehensive, 
Integrated Logistics 
Strategy 


DOD’s success in improving supply chain management is closely linked 
with its overall defense business transformation efforts and completion of 
a comprehensive, integrated logistics strategy. In previous reports and 
testimonies, we have stated that progress in DOD’s overall approach to 
business transformation is needed to confront problems in other high-risk 
areas, including supply chain management DOD has taken several steps 
intended to advance business transformation, including establishing new 
governance structures and aligning new information systems with its 
business enterprise architecture. Another key step to supplement these 
ongoing transformation efforts is completion of a comprehensive, 
integrated logistics strategy that would identify problems and c^abUity 
gaps to be addressed, establish departmentwide investment priorities, and 
guide decision making. 


DOD Is Taking Steps to 
Advance Business 
Transfonnation 


DOD’s success in improving supply chain management is closely linked 
with overall defense business transformation. Our prior reviews and 
recommendations have addressed business management problems that 
adversely affect the econortQ^, efficiency, and effectiveness of DOD’s 
operations, and that have resisted in a lack of adequate accountability 
across several of DOD’s major business areas. We have concluded that 
progress in DOD’s overall approach to business transformation is needed to 
confront other high-risk areas, including supply chain management. DOD’s 
overall approach to business transformation was added to the high-risk list 
in 2005 because of our concem over DOD’s lack of adequate management 
accountability and the absence of a strategic and integrated action plan for 
the overall business transformation effort. Specifically, the high-risk 
designation for business transformation resulted because (1) DOD’s 
business improvement initiatives and control over resources are 


^GAO, Department Of D^ense: Sustained Leadership Is Critical to ^ective Financial 
and Business Management Transformation, GAO-06-1006T (Washington, D.C.: Aug. 3, 
2006); GAO, Business Systems Modernization: DOD Continues to Improve Institutional 
Approach, but Farther Steps Needed, GAO-06-658 (Washington, D.C.; May 16, 2006); GAO, 
DOD’s High-Risk Areas: SucKxs^fvi Business Tran^ormation Requires Sound Strategic 
Planning andSustained Leadership, GAO-05-620T (Washington, D.C.; Apr. 13, 2005). 
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fragmented; (2) DOD lacks a clear strategic and integrated business 
transformation plan and investment strategy, including a well-defined 
enterprise architecture to guide and constrain implementation of such a 
plan; and (3) DOD has not designated a senior management official 
responsible and accountable for overall business transformation reform 
and related resources. 

In response, DOD has taken several actions intended to advance 
transformation. For example, DOD has established governance structures 
such as file Business Dransfonnation Agency and the Defense Business 
Systems Management Committee. The Business TYansformation Agency 
was established in October 2005 with the mission of transforming business 
operations to achieve improved warfighter support and improved financial 
accountability. The ^ency supports the Defense Business l^stems 
Management Committee, which is comprised of senior-level DOD officials 
and is intended to serve as the primary transformation leadership and 
oversight mechanism. F\irthermore, in September 2006, DOD released an 
updated Enterprise Transition Plan that is intended to be both a business 
transformation roadmap and management tool for modernizing its business 
process and underlying information technology assets. DOD describes the 
Enteiprise Transition Plan as an executable roadmap aligned to DOD’s 
business enterprise architecture. In addition, as required by the National 
Defense Authorization Act for Fiscal Year 2006, DOD is studying the 
feasibility and advisability of establishing a Deputy Secretary for Defense 
Management to serve as DOD’s Chief Management Officer and advise the 
Secretary of Defense on matters relating to management, including defense 
business activities.® 

Business systems modernization is a critical part of DOD*s transformation 
efforts, and successful resolution of supply chain management problems 
will require investment in needed information technology. DOD spends 
billions of dollars to sustain key business operations intended to support 
the warfighter, including systems and processes related to support 
infrastructure, finances, weapon systems acquisition, the management of 
contracts, and the supply chain. We have indicated at various times that 
modernized business systems are essential to the department’s effort in 


^National Defense Authorization Act for Fiscal Year 2006, Pub. L No. 109-163, § 907 (2006). 
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addressing its supply chain management issues.® In its supply chain 
management improvement plan, DOD recognizes that achieving success in 
supply chain man^^ement is dependent on developing interoperable 
systems that can share critical supply data One of the initiatives included 
in the plan is business s^em modernization,^® an effort that is being led by 
DOD’s Business TVansformation Agency and includes achieving materiel 
visibility through systems modernization as one of its six enterprise wide 
priorities. 

Improvements in financial management are also integrally linked to DOD’s 
business transformation. Since our first report on the financial statement 
audit of a rmyor DOD component over 16 years ago, we have repeatedly 
reported that weaknesses in business management systems, processes, and 
internal controls not only adversely affect the reliability of reported 
financial data, but also the management of DOD operations.^^ Such 
weaknesses have adversely affected the ability of DOD to control costs, 
ensure basic accountability, anticipate future costs and claims on the 
budget, measure performance, maintain funds control, and prevent fraud. 
In December 2005, DOD issued its Financial Improvement and Audit 
Readiness Plan to guide its financial management improvement efforts. 
The Financial Improvement and Audit Readiness Plan is intended to 
provide DOD components with a roadmap for (1) resolving problems 
affecting the accuracy, reliability, and timeliness of financial information; 
and (2) obtaining clean financial statement audit opinions. It uses an 
incremental approach to structure its process for examining operations, 
diagnosing problems, planning corrective actions, and preparing for audit. 
The plan also recognizes that it will take several years before DOD is able 
to implement the systems, processes, and other changes necessary to fully 
address its financi^ management weaknesses. Furthermore, DOD has 
developed an initial Standard Financial Information Structure, which is 


®GAO-06-1006T^ GACM)6-658; GAO, DOD Business Systems Modernization: Important 
Proffress Made in Establishing Foundational Architecture Products and Investment 
Management Practices, but Much Work Remains, GAO-06-219 (Washington, D.C.: Nov. 23, 
2006). 

‘This program was previously called the Business Management ModCTnization Program, but 
it ceased to exist as a program with the establishment of the Business Tiansfonnation 
Agency. 

“GAOOO- 10061) GAO-06^58: GAO, D^ense Management: Foundational Sti^s Being Taken 
to Manage DOD Business Systems Modernization, but Much Remains to be Accomplished 
to Effect True Business Transformation, GAO-06-234T (Washington, D.C.: Nov. 9, 2005). 
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DOD’s enterprisewide data standard for categorizing financial information. 
This effort focused on standardizing general ledger and external financial 
reporting requirements. 

While these steps are positive, defense business transformation is much 
broader and encompasses planning, management, organizational 
structures, and processes related to all key business areas. As we have 
previously observed, business transformation requires long-term cultural 
change, business process reengineering, and a commitment from both the 
executive and legislative branches of government. Although sound 
strategic planning is the foundation on which to build, DOD needs clear, 
capable, sustained, and professional leadership to maintain continuity 
necessary for success. Such leadership would provide the attention 
essential for addressing key stewardship responsibilities — such as strategic 
planning, performance management, business information management, 
and financial management — in an integrated manner, while helping to 
facilitate the overall business transformation effort within DOD. As DOD 
continues to evolve its transformation efforts, critical to successful reform 
are sustained leadership, organizational structures, and a clear strategic 
and integrated plan that encompasses all mqjor business areas, including 
supply chain management 


Completion of a 
Comprehensive, Integrated 
Logistics Strategy Could 
Supplement Business 
Transformation Efforts 


Another key step to supplement ongoing defense business transformation 
efforts is completion of a comprehensive, integrated logistics strategy that 
would identify problems and capability gaps to be addressed, establish 
departmentwide investment priorities, and guide decision making. Over the 
years, we have recommended that DOD adopt such a strategy, and DOD 
has undertaken various efibrts to identify, and plan for, future logistics 
needs. However, DOD currently lacks an overarching logistics strategy. In 
December 2005, DOD issued its "As Is” Focused Logistics Roadmap, which 
assembled various logistics programs and initiatives associated with the 
fiscal year 2006 President's Budget and linked them to seven key joint 
future logistics aq)ability areas. The roadmap identified more than $60 
billion of planned investments in these programs and initiatives, yet it also 
indicated that key focused logistics capabilities would not be achieved by 
2015. Therefore, the Under Secretary of Defense for Acquisition, 
Technology, and Logistics directed the department to prepare a rigorous 
“To Be” roadmap that would present credible options to achieve focused 
logistics capabilities. 
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According to officials with the Office of the Secretary of Defense, the “To 
Be" logistics roadmap will portray where the department is headed in the 
logistics area and how it will get there, and will allow the department to 
monitor progress toward achieving its objectives, as well as institiilionalize 
a continuous assessment process that links ongoing capability 
development, program reviews, and budgeting. It would identify the scope 
of logistics problems and capability gaps to be addressed and include 
specific performance goals, programs, milestones, resources, and metrics 
to guide improvements in supply chain management and other areas of 
DOD logistics. Officials anticipate that the initiatives in the supply chain 
management improvement plan will be incorporated into the "To Be” 
logistics roadmap. 

DOD has not established a target date for completing the “To Be” roadmap. 
According to DOD officials, its completion is pending the results of the 
department’s ongoing test of new concepts for managing logistics 
capabilities. The Deputy Secretary of Defense initiated this joint capability 
portfolio mam^ement test in September 2006 to explore new approaches 
for managing certain c^abilities across the department, facilitating 
strategic choices, and improving the department’s ability to make 
capability trade-offs. The intent of joint capability portfolio management is 
to improve interoperability, minimize redundancies and gaps, and 
maximize effectiveness. Joint logistics is one of the four capability areas 
selected as test cases for experimentation. The joint logistics test case 
portfolio will include all capabilities required to project and sustain joint 
force operations, including supply chain operations. According to DOD 
officials, initial results of the joint logistics capability portfolio 
management test are expect^ to be available in late spring 2007, and the 
results of the test will then be used to complete the “To Be” logistics 
roadmap. The results of the test are also expected to provide additional 
focus on improving performance in requirements determination, asset 
visibility, and materiel distribution, officials said. 

We have also noted previously that while DOD and its component 
organizations have had multiple plans for improving aspects of logistics, 
the linkages among these plans have not been clearly shown. In addition to 
the supply chjun management improvement plan, current DOD plans that 
address aspects of supply chain management include the Enterprise 
Transition Plan and component-level plans developed by the militaiy 
services and the Defense Logistics Agency. Although we are encouraged by 
DOD’s planning efforts, the department lacks a comprehensive, integrated 
strategy to guide logistics programs and initiatives across the department. 
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Without such a strategy, decision makers will lack the means to effectively 
guide program efforts and the ability to determine if these efforts are 
achieving the desired results. 


DOD Is Unable to 
Demonstrate the Full 
Extent of Its Progress 
Toward Improving 
Supply Chain 
Management 


Although DOD is making progress implementing supply chain management 
initiatives, it is unable to demonstrate at this time the full extent to which it 
is improving supply chain management. DOD has estabhshed some high- 
level performance measures but they do not explicitly address the focus 
areas, and an improvement in those measures cannot be directly attributed 
to the initiatives. Further, the metrics in DOD's supply chain management 
improvement plan generally do not measure performance outcomes and 
costs. 


DOD Is Making Progress 
Implementing Supply Chain 
Management Initiatives 


In addition to implementing audit recommendations, as discussed in the 
next section of this report, DOD is making progress improving supply chain 
management by implementing initiatives in its supply chain management 
improvement plan. For example, DOD has met key milestones in its Joint 
Regional Inventory Materiel Management, Radio Frequency Identification, 
and Item Unique Identification initiatives. 


• Through its Joint Regional Inventory Materiel Management initiative, 
DOD began to streamline the storage and distribution of defense 
inventory items on a regional basis, in order to eliminate duplicate 
materiel handling and inventory layers. Last year, DOD completed a 
pilot for this initiative in the San Diego region and, in January 2006, 
began a similar tRmsition for inventory items in Oahu, Hawaii, which 
was considered opemtional in August 2006. 

• In May 2006, DOD published an interim Defense Federal Acquisition 
Regulation clause governing the application of tags to different classes 
of assets being shipped to distribution depots and aerial ports for the 
Radio Frequency Identification initiative. 

• The Item Unique Identification initiative, which provides for marking of 
personal property items with a set of globally unique data items to help 
DOD value and track items throughout their life cycle, received approval 
by the International Organization for Standardization/Intemational 
Electrotechnical Commission in September 2006 for an interoperable 
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solution for automatic identification and data capture based on widely 
used international standards. 

DOD has sought to demonstrate significant improvement in suppty chain 
management within 2 years of the plan’s inception in July 2005; however, 
tlie department may have difficulty meeting its July 2007 goal. Some of the 
initiatives are still being developed or piloted and have not yet reached the 
implementation stage, others are in the early stages of implementation, and 
some are not scheduled for completion until 2008 or later. For example, 
according to DOD’s plan, the Readiness Based Sparing initiative, an 
inventory requirements methodology that the department expects wiU 
enable higher levels of readiness at equivalent or reduced inventory costs 
using commercial off-the-shelf software, is not expected to begin 
implementation until January 2008. The Item Unique Identification 
initiative, which involves marking personal property items with a set of 
globally unique data elements to help DOD track items during their life 
cycles, will not be completed until December 2010 under the current 
schedule. 

While DOD has generally stayed on track, it has reported some slippage in 
meeting scheduled milestones for certain initiatives. For example, a 
slippj^e of 9 months occurred in the Commodity Management initiative 
because additional time was required to develop a departmentwide 
approach. This initiative addresses the process of developing a systematic 
procurement £^proach to the department’s needs for a group of items. 
Additionally, according to DOD’s plan, the Defense Transportation 
Coordination initiative experienced a slippage in holding ^e presolicitation 
conference because defining requirements took longer than anticipated.^^ 
Given the long-standing nature of the problems beiiig addressed, the 
complexities of the initiatives, and the involvement of multiple 
organizations within DOD, we would expect to see further nulestone 
slippage in the future. 


A bid protest has been filed wiUi GAO concerning the terms of the solicitation. 
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DOD’s Supply Chain 
Management Plan Does 
Not Track Performance 
Outcomes and Costs 
Metrics Associated 
with Focus Areas and 
Initiatives 


The supply chain man^ement improvement plan generally lacks outcome- 
focused performance metrics that track progress in the three focus areas 
and at the initiative level. Performance metrics are critical for 
demonstrating progress toward achieving results, providing information on 
which to base organizational and management decisions, and are important 
management tools for all levels of an agency, including the program or 
project level. Moreover, outcome-focused performance metrics show 
results or outcomes related to an initiative or program in terms of its 
effectiveness, efficiency, impact, or all of these. Tb track progress toward 
goals, effective performance metrics should have a clearly apparent or 
commonly accepted relationship to the intended performance, or should be 
reasonable predictors of desired outcomes; are not unduly influenced by 
factors outside a program’s control; measure multiple priorities, such as 
quality, timeliness, outcomes, and cost; sufficiently cover key aspects of 
performance; and adequately capture important distinctions between 
programs. Performance metrics enable the agency to assess 
accomplishments, strike a balance among competing interests, make 
decisions to improve program performance, realign processes, and assign 
accountability. While it may take years before the results of programs 
become apparent, intermediate metrics can be used to provide information 
on interim results and show progress towards intended results. In addition, 
when program results could be influenced by external factors, intermediate 
metrics can be used to identify the program’s discrete contribution to the 
specific result. 


DOD’s plan does include four high-level performance measures that are 
being tracked across the department, and while they are not required to do 
so, these measures do not explicitly relate to the focus areas. The four 
measures are as follows: 


• Backorders — number of orders held in an unfilled status pending 
receipt of additional parts or equipment through procurement or repair. 

• Customer wait time — number of days between the issuance of a 
customer order and satisfaction of that order. 

• On-time orders — percentage of orders that are on time according to 
DOD’s established delivery standards. 
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• Logistics response time — number of days to fulfil] an order placed on 
the wholesale level of supply from the date a requisition is generated 
until the materiel is received by the retail supply activity. 

Additionally, these measures be affected by many variables; hence, 
improvements in the high-level performance measures cannot be directly 
attributed to the initiative in the plan. For example, implementing RFID at 
a few sites at a time has only a very small impact on customer wait time. 
However, variables such as natural disasters, wartime surges in 
requirements, or disruption in the distribution process could affect that 
measure. DOD’s supply chain materiel management regulation requires 
that functional supply chain metrics support at least one enterprise-level 
metric.^® 

DOD’s plan also lacks outcome-focused performance metrics for 6 of the 10 
specific improvement initiatives contained in the plan. For example, while 
DOD intended to have RFID implemented at 100 percent of its U.S. ^d 
overseas distribution centers by September 2007 — a measure indicating 
when scheduled milestones are met — it had not yet identified outcome- 
focused perfonnance metrics that could be used to show the impact of 
implementation on expected outcomes, such as receiving and shipping 
timeliness, asset visibility, or supply consumption data. Two other 
examples of improvement initiatives that lack outcome-focused 
perfonnance metrics are War Reserve Materiel, which aims to more 
accurately forecast war reserve requirements by using capability-based 
planning and incorporating lessons learned in Operation Iraqi Freedom, 
and Joint Theater logistics, which is an effort to improve the ability of a 
joint force commander to execute logistics authorities and processes 
within a theater of operafions. 

One of the challenges in developing departmentwide supply chain 
performance measures, according to a DOD official, is obtaining 
standardized, reliable data from noninteroperable systems. For example, 
the Army currently does not have an integrated method to determine 
receipt processing for Supply Support Activities, which could affect asset 
visibility and distribution concerns. Some of the necessary data reside in 
the Global Transportation Network while other data reside in the Standard 
Army Retail Supply ^stem. These two databases must be manually 
reviewed and merged in order to obtain the information for accurate 


DOD 4140.1-R, DOD Supply Chain Materiel Management Reyulati-on (May 23, 2003). 
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receipt processing performance measures. Nevertheless, we believe that 
intermediate measures, such as outcome-focused measures for each of the 
initiatives or for the focus areas, could show near-term progress. 

According to a DOD official, in September 2006, DOD awarded a year-long 
supply chain benchmarking contract to assess commercial supply chain 
metrics. The official indicated that six outcome measures were chosen for 
the initial effort on-time delivery, order fulfillment cycle time, perfect order 
fulfillment, supply chain management costs, inventory days of supply, and 
forecast accuracy. Furthermore, the specific supply chains to be reviewed 
will be recommended by the various DOD components and approved by an 
executive committee. According to the same DOD official, the contractor 
will be looking at the specific supply chains approved and the industry 
equivalent^ and a set of performance scorecards mapping the target supply 
segment to average and best-in-class performance from the comparison 
population will be developed for each supply chain and provided to the 
component. This assessment is a good step but it is too early to determine 
the effectiveness of this effort in helping DOD to demonstrate progress 
toward improving its supply chain management 

Further, we noted that DOD has not provided cost metrics that might show 
efficiencies gained through supply chain improvement efforts. In addition 
to improving the provision of supplies to the warfighter and improving 
readiness of equipment, DOD’s stated goal in its supply chain management 
improvement plan is to reduce or avoid costs. However, 9 of the 10 
initiatives in the plan lack cost metrics. Without outcome-focused 
performance and cost metrics for each of the improvement initiatives that 
are linked to the focus areas, such as requirements forecasting, asset 
visibility, and materiel distribution, it is unclear whether DOD is 
progressing toward meeting its stated goal. 


DOD Has Implemented 
Recommendations for 
Improving Aspects of 
Supply Chain 
Management 


Over the last 5 years, audit organizations have made more than 400 
recommendations that focused specifically on improving certain aspects of 
DOD’s supply chain management DOD or the component organization 
concurred with almost 90 percent of these recommendations, and most of 
the recommendations that were closed as of the time of our review were 
considered implemented. We determined that the three focus areas of 
requirements forecasting, asset visibility, and materiel distribution 
accounted for 41 percent of the total recommendations made, while other 
inventory management and supply chain issues accounted for the 
remaining recommendations. We also grouped the recommendations into 
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five common themes — management oversight, performance tracking, 
policy, planning, and processes. Several studies conducted by non-audit 
organizations have made recommendations that address supply chain 
management as part of a broader review of DOD logistics. 

Appendixes I through V summarize the audit recommendations we 
included in our baseline. Appendix VI summarizes recommendations made 
by non-audit organizations. 


DOD or the Component 
Organization Concurred 
with Most of the 
Recommendations 


In developing a baseline of supply chain management recommendations, 
we identified 478 supply chain management recommendations made by 
audit organizations between October 2001 and September 2006. DOD or the 
component oiganization concurred with 411 (86 percent) of the 
recommendations; partially concurred with 44 recommendations (9 
percent); and nonconcurred with 23 recommendations (5 percent). 

These recommendations cover a diverse range of objectives and issues 
concerning supply chain management. For example, one recommendation 
with which DOD concurred was contained in our 2006 report on 
production and installation of Marine Corps truck armor. To better 
coordinate decisions about what materiel solutions are developed and 
procured to address common urgent wartime requirements, we 
recommended — and DOD concurred — that DOD should clarify the point at 
which the Joint Urgent Operational Needs process should be utilized when 
materiel solutions require research and development.^* 

In another case, DOD partially concurred with a recommendation In our 
2006 report on Radio ^equency Identification (RFID), which consists of 
electronic tags that are attached to equipment and supplies being shipped 
from one location to another, enabling shipment tracking. To better track 
and monitor the use of RFID tags, we recommended — and DOD partially 
concurred — that the secretaries of each military service and the 
administrators of other components should determine requirements for the 
number of t^ needed, compile an accurate inventory of the number of 
tags currently owned, and establish procedures to monitor and track tags, 


'^GAO, Defense Logistics: Lack of a Synchronized Approach between the Marine Corps 
and Army Aff^ted the Timdy Production and Installation of Marine Corps Truck Armor, 
GAOO&-274 (Washington, D.C.: June 22, 2006). 
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including purchases, reuse, losses, and repairs/® In its response to our 
report, DOD agreed to direct the military services and the U.S. 
Transportation Command to develop procedures to address the reuse of 
the tags as well as procedures for the return of tags no longer required. 
However, the department did not agree to establish procedures to account 
for the procurement, inventory, repair, or losses of existing tags in the 
system. 

On the other hand, an example of a recommendation that DOD did not 
concur with was contained in our 2005 report on supply distribution 
operations. To improve the overall efficiency and interoperability of 
distribution-related activities, we recommended — but DOD did not 
concur — that the Secretary of Defense should clarify the scope of 
responsibilities, accountability, and authority between U.S. Transportation 
Command’s role as DOD’s Distribution Process Owner and other DOD 
components.*® In its response to our report, DOD stated that the 
responsibilities, accountability, and authority of this role were already 
clear. 


Most Closed 
Recommendations Were 
Considered Implemented 


The audit organizations had closed 315 (66 percent) of the 478 
recommendations at the time we conducted our review. Of the closed 
recommendations, 275 (87 percent) were implemented and 40 (13 percent) 
were not implemented as reported by the audit agencies. For example, one 
closed recommendation that DOD implemented was in our 2006 report on 
oversight of prepositioning programs. To address the risks and 
management challenges facing the department’s prepositioning programs 
and to improve oversight, we recommended that the Secretary of Defense 
direct the Chairman, Joint Chiefs of Staff assess the near-term operational 
risks associated with current inventory shortfalls and equipment in poor 


“GAO, Defense Lotties: More Efficient Use of Active ^ID TUgs Could Potentially Avoid 
Millions in Unnecessary Purchases, GAO-06-366R (Washington, D.C.: Mar. 8, 2006). 

“GAO, Defense Logistics: DOD Has Begun to Improve Supply Distribution Operations, 
but Further Actions Are Needed to Sustain These Efforts, GAO-05-775 (Washington, D.C.: 
Aug. a, 2006). 
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condition should a conflict arise.^^ In response to our recommendation, the 
Joint Staff conducted a mission analysis on several operational plans based 
on the readiness of prepositioned assets. On the other hand, an example of 
a closed recommendation that DOD did not implement was in our 2003 
report on Navy spare parts shortages. To provide a basis for management to 
assess the extent to which ongoing and planned initiatives will contribute 
to the mitigation of critical spare parts shortages, we recommended that 
the Secretary of Defense direct the Secretary of the Navy to develop a 
framework that includes long-term goals; measurable, outcome-related 
objectives; implementation goals; and performance measures as a part of 
either the Navy Sea Elnterprise strategy or the Naval Supply Systems 
Command Strategic Plan. DOD agreed with the intent of the 
recommendation, but not die prescribed action. The recommendation was 
closed but not implemented because the Navy did not plan to modify the 
Naval Supply Systems Command Strategic Plan or hi^er-level Sea 
Enterprise Strategy to include a specific focus on mitigating spare parts 
shortages.^* 


Recommendations to 
Improve Supply Chain 
Management Address Five 
Common Themes 


Audit recommendations addressing the three focus areas m DOD’s supply 
chain management improvement plan — requirements forecasting, asset 
visibility, and materiel diaribution — accounted for 196 (41 percent) of the 
total recommendations. The fewest recommendations were made in the 
focus area of distribution, accounting for just 6 percent of the total. Other 
inventory management issues accounted for most of the other 
recommendations. In addition, a small number of recommendations, less 
than 1 percent of the total, addressed supply chain management issues that 
could not be grouped under any of these other categories. In further 
analyzing the recommendations, we found that they addressed five 
common themes — management oversight, performance tracking, policy, 
planning, and processes. Thble 1 shows the number of audit 
recommendations made by focus area and theme. 


GAO, Defense Logistics: Better Management and Oversight of Prepositioning Programs 
Needed to Reduce Risk and Improve Future Programming, GAO-05427 (Washington, D.G.: 
Sept. 6, 2005). 

** GAO, Defense Inventory: Navy Logistics Strategy And Initiatives Need Tb Address 
Spore Parts Shortages, GAO-03-708 (Washington, D.G.; June 27, 2003). 
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Table 1 : Audit Recommendations to improve Supply Chain Management 


Management 

oversight 

Performance 

tracking 

Policy 

Planning 

Processes 

Total 

Recommendations 
addressing focus areas in 

DOD’s supply chain 
management plan 

Requirements forecasting 

24 

0 

25 

6 

41 

96 

Asset visibility 

27 

5 

15 

7 

19 

73 

Materiel distribution 

10 

3 

7 

1 

6 

27 

Subtotal 

61 

8 

47 

14 

66 

196 

Recommendations 
addressing other inventory 
management issues 

82 

9 

56 

17 

114 

278 

Recommendations 
addressing other supply chain 
issues^ 

1 

0 

0 

3 

0 

4 

Total 

144 

17 

103 

34 

180 

478 


Source: GAO analysis. 

‘These recommendations address aspects of supply chain management that could not be grouped 
into one of the three locus areas or as in\«ntory management. 


Most of the recommendations addressed processes (38 percent), 
management oversight (30 percent), or policy (22 percent), with 
comparatively fewer addressing planning (7 percent) and performance 
tracking (4 percent). The management oversight theme includes any 
recommendations involving compliance, conducting reviews, or providing 
information to others. For example, the Naval Audit Service recommended 
that the Office of the Commander, U.S. Fleet Forces Command should 
enforce existing requirements that ships prepare and submit Ship 
Hazardous Material list Feedback Reports and Allowance Change 
Requests, whenever required.*® The performance tracking theme includes 
recommendations with performance measures, goals, ohyectives, and 
milestones. For example, the Army Audit Agency recommended that 
funding for increasing inventory safety levels be withheld until the Army 
Materiel Command develops test procedures and identifies key 
performance indicator to measure and assess its cost-effectiveness and 


‘®Naval Audit Service, Hazardous Material Inventory Requirements Determination and 
Offloads on Aircraft Carriers and Amphibious Assault Ships, N2005-0027 (Feb. 17, 2005). 
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impact on operational readiness “ The policy theme contains 
recommendations on issuing guidance, revising or establishing policy, and 
establishing guidelines. For example, the DOD-IG recommended that the 
Defense Logistics Agency revise its supply operating procedures to meet 
specific requirements.^ The planning theme contains recommendations 
related to plan, doctrine, or capability development or implementation, as 
well as any recommendations related to trmning. For example, the Army 
Audit Agency recommended the Defense Supply Center in Philadelphia 
implement a Quality Assurance Surveillance Plan that encompasses all 
requirements of the prime vendor contract.^ The largest theme, processes, 
consists of recommendations that processes and procedures shoidd be 
established or documented, and recommendations be implemented. For 
example, we recommended that the Secretary of Defense direct the service 
secretaries to establish a process to share information between the Marine 
Corps and Army on developed or developing materiel solutions.^ 


Non-audit Organizations’ 
Recommendations Address 
Supply Chain Management 
as Part of a Broader Review 
of DOD Logistics 


Studies conducted by non-audit organizations contain recommendations 
that address supply chain management as part of a broader review of DOD 
logistics. For example, the Center for Strategic and International Studies 
and the Defense Science Board suggested the creation of a departmentwide 
logistics command responsible for end'tc>end supply chain operations. In 
July 2005, the Center for Strategic and International Studies issued a report, 
“Beyond Goldwater-Nichols: U.S. Government and Defense Reform for a 
New Strategic Era,” which addressed the entire U.S. national security 
structure, including the organization of logistics support. In this report, the 
study team acknowledged that recent steps, such as strengthening joint 
theater logistics and the existence of stronger coordinating authorities 
have significantly increased the unity of effort in logistical support to 
ongoing c^rations. However, according to the study, much of this reflects 
the combination of exemplary leadership and the intense operational pull 
of Operation Iraqi Freedom, and has not been formalized and 


^AnnyAuftit Agency, Lewis /or 5por« Parts, Office of the Deputy Chi^ 

of Staff, G-4, A-200W)06a-ALR (Jan. 31, 2006). 

^'DOD-IG, Logistics: Defense Lotties Agency Processing of Other Nonrecurring 
Requirements, D-2004-018 (Nov. 7, 2003). 

^Antiy Audit Agency, Subsistence Prime Vendor Contract, Audit of Logistics Civil 
Augmentation Pro^m, A-2006-0168-ALL (Aug. 4, 2006). 

“GACM)6-274. 
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institutionalized by charter, doctrine, or organizational realignment. It 
further noted that the fact that a single Distribution Process Owner was 
needed to overcome the fragmented structure of DOD’s logistical system 
underscores the need for fundamental reform. The study team 
recommended the integration of the management of trmisportation and 
supply warehousing functions under a single organization such as an 
integrated logistics command. The report noted that the Commission on 
Roles and Missions also had recommended the formation of a logistics 
command back in 1995. 

In 2005, the Summer Study Task Force on TVansformatlon, under the 
direction of the Under Secretary of Defense for Acquisition, Tbchnology, 
and Logistics, convened to assess DOD’s transformation progress, 
including the transform^ion of logistics capabilities. In this assessment, 
issued in February 2006, the Defense Science Board suggested that each 
segment in the supply chain is optimized for that specific function. For 
example, in the depot shipping segment of the supply chain, packages are 
consolidated into truck-size loads in order to fill the trucks for efficiency. 
Yet, optimizing each segment inevitably suboptimizes the mqjor objective 
of end-to-end movement from source to user. The Defense Science Board 
report further indicated that although the assignment of the U.S. 
Transportation Command as the Distribution Process Owner was an 
important step towards addressing an end-to-end supply change, it did not 
go far enough to meet the objective of an effective supply chain. The 
necessary step is to assign a joint logistics command the authority and 
accountability for proving this essential support to global operations. 

Unlike recommendations made by audit agencies, DOD does not 
systematically track the status of recommendations made by non-audit 
organizations. Hence, in our analysis, we did not determine the extent to 
which DOD concurred with or implemented recommendations from these 
organizations. 


Conclusions Overcoming systemic, long-standing problems requires comprehensive 

approaches. Improving DOD’s supply chain management will require 
continued progress in defense business transformation, including 
completion of a comprehensive, integrated strategy to guide the 
department’s logistics programs and initiatives. In addition, while DOD has 
made a commitment to improving supply chain management, as 
demonstrated by the development and implementation of the supply chain 
management improvement plan, the plan generally lacks outcome-focused 
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perfonnance metrics that would enable DOD to track and demonstrate the 
extent to which its individual efforts improve supply chain management or 
the extent of improvement in the three focus areas of requirements 
forecasting, asset visibility, and materiel distribution. Furthermore, without 
cost metrics, it will be diffi cult to show efficiencies gained through supply 
chain improvement initiatives. 


Recommendations 
Executive Action 


for improve DOD’s ability to guide logistics programs and initiatives across 
the department and to demonstrate the effectiveness, efficiency, and 
impact of its efforts to resolve supply chain management problems, we 
recommend that the Secretary of Defense direct the Under Secretary of 
Defense for Acquisition, Technology, and Logistics to take the following 
two actions: 


Complete the development of a comprehensive, integrated logistics 
strategy that Is aligned with other defense business transformation efforts, 
including the Enterprise TYansition Plan. To facilitate completion of the 
strategy, DOD should establish a specific target date for its completion. 
FXirther, IX)D should take steps as appropriate to ensure the supply chain 
management improvement plan and component-level logistics plans are 
synchronized with the department’s overall lo^stics strategy. 

Develop, implement, and monitor outcome-focused performance and cost 
metrics for all the individual initiatives in the supply chain management 
improvement plan as well as for the plan’s focus areas of requirements 
forecasting, asset visibility, and materiel distribution. 


Agency Comments and 
Our Evaluation 


In its written comments on a draft of this report, DOD concurred with our 
recommendations. The department’s response are reprinted in appendix 
VII. 


In response to our recommendation to complete the development of a 
comprehensive, integrated logistics strategy, DOD stated that the strategy 
is under development and is aligned with other defense business 
transformation efforts. DOD estimated that the logistics strategy would be 
completed 6 months after it completes the logistics portfolio test case in 
the spring of 2007. DOD did not address whether it would take steps to 
ensure the supply chain management improvement plan and component- 
level logistics plans are synchronized with the department’s overall 
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logistics strategy. We continue to believe that these plans must be 
sjmchronized with the overall logistics strategy to effectively guide 
program efforts across the department and to provide the means to 
determine if these efforts ^e achieving the desired results. 

In response to our recommendation to develop, implement, and monitor 
outcome-focused perform^ice and cost metrics, the department indicated 
it has developed and implemented outcome-focused performance and cost 
metrics for logistics across the department. However, DOD acknowledged 
that more work needs to be accomplished in linking the outcome metrics to 
the initiatives in the supply chain management improvement plan as well as 
for the focus areas of requirements forecasting, asset visibility, and 
materiel distribution, DOD stated that these linkages will be completed as 
part of full implementation of each initiative. We are pleased that the 
department recognized the need for linking outcome-focused metrics with 
the individual initiatives and the three focus areas in its supply chain 
management improvement plan. However, it is unclear from DOD’s 
response how and under what timeframes the department plans to 
implement this goal. As we noted in the report, DOD lacks outcome- 
focused performance metrics for supply chain management, in part 
because one of the challenges is obtaining standardized, reliable data from 
noninteroperable systems. In addition, initiatives in the supply chain 
management plan are many years away from fuU implementation. If DOD 
waits until full implementation to incorporate outcome-based metrics, it 
will miss opportunities to assess progress on an interim basis. We also 
continue to believe that c<»t metrics are critical for DOD to assess progress 
toward meeting its stated goal of improving the provision of supplies to the 
warfighter and improving readiness of equipment while reducing or 
avoiding costs through its supply chain initiatives. 


Scope and 
Methodology 


Our discussion of the integration of supply chain management with broader 
defense transformation efforts is based primarily on our prior reports and 
testimoni^. We obtained information on DOD’s “Tb Be" logistics roadmap 
and the joint logistics cjqiabilities portfolio management lest from senior 
officials in the Office of the Deputy Under Secretary of Defense for 
Logistics, Materiel, and Readiness. We met regularly with DOD and 0MB 
officials to discuss the overall status of the supply chain management 
improvement plan, the implementation schedules of the plan’s individual 
initiatives, and the plan’s performance measures. We visited and 
interviewed officials from U.S. Transportation Command, the Defense 
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Logistics Agency, the military services, and the Joint Staff to gain their 
perspectives on improving supply chain management. 

To develop a baseline of recommended supply chain management 
improvements, we surveyed audit reports covering the time period of 
October 2001 to September 2006. We selected this time period because it 
corresponds with recent military operations that began with the onset of 
Operation Elnduring Freedom and, later, Operation Iraqi Freedom. We 
surveyed audit reports issued by our office, the DOD-IG, the Army Audit 
Agency, the Naval Audit Service, and the Air Force Audit Agency. 

For each audit recommendation contained in these reports, we determined 
its status and focus. To determine the status of GAO recommendations, we 
obtained data from our recommendation tracking system. We noted 
whether DOD concurred with, partially concurred with, or did not concur 
with each recommendation. In evaluating agency comments on our reports, 
we have noted instances where DOD agreed with the intent of a 
recommendation but did not commit to taking any specific actions to 
address it For the purposes of this report, we counted these as concurred 
recommendations. We also noted whether the recommendation was open, 
closed and implemented, or closed and not implemented. In a similar 
manner, we worked with DOD-IG and the service audit agencies to 
determine the status of their recommendations. We verified with each of 
the audit organizations fiiat they agreed with our definition that a 
recommendation is considered “concurred with” when the audit 
organization determines that DOD or the component organization fully 
agreed with the recommendation in it entirety and its prescribed actions, 
and “partially concurred with” is when the audit organization determines 
that DOD or the component organization agreed to parts of the 
recommendation or parts of its prescribed actions. Furthermore, we 
verified that a recommendation is officially “closed” when the audit 
organization determines that DOD or the component organization has 
implemented its provisions or otherwise met the intent of the 
recommendation; when circumstoices have changed, and the 
recommendation is no longer valid; or when, after a certain amount of time, 
the audit organization determines that implementation cannot reasonably 
be expected. We also verified that an “open” recommendation is one that 
has not been closed for one of the preceding reasons. We assessed the 
reliability of the data we obtained from DOD-IG and the service audit 
agencies by obtaining information on how they track and follow up on 
recommendations and determined that their data were sufficiently reliable 
for our purposes. 
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In analyzing the focus of recommendations, we identified those addressing 
three specific areas — requirements forecasting, asset visibility, and 
materiel distribution — as well those addressing other supply chain 
management concerns. We selected these three focus areas as the 
framework for our analysis based on our prior work in this high-risk area 
and because DOD has structured its supply chain nwiagement 
improvement plan around them. We then analyzed the recommendations 
and further divided them into one of five conunon themes: management 
oversight, performance tracking, planning, process, and policy. To identify 
the focus area and theme for each report and recommendation, three 
analysts independent^ labeled each report with a focus area and identified 
a theme for each recommendation within the report. The team of analysts 
then reviewed die results, discussed any discrepancies, and reached 
agreement on the <q)propriate theme for each recommendation. In the 
event of a discrepancy which could not be immediately resolved, we 
referred to the original report to clarify what the intent of the report had 
been in order to decide on the appropriate focus area and theme. For the 
purpose of our analysis, if a recommendation consisted of multiple actions, 
we counted and classified each action separately. We excluded fixDm our 
analysis recommendations that addressed only a specific piece of 
equipment or system. We also excluded recommendations that addressed 
o^er DOD high-risk areas, such as business systems modernization and 
financial management While we included recommendations by non-audit 
organizations in our analysis, we did not determine the extent to which 
DOD concurred with or implemented them because their status is not 
systemically tracked. 

We conducted our review from January through November 2006 in 
accordance with generally accepted government auditing standards. 


We are sending copies of this report to the Director, Office of Management 
and Budget; the Secretary of Defense; the Deputy Secretary of Defense; the 
Under Secretary of Defense for Acquisition, Technology, and Logistics; and 
other interested parties. This report will also be available at no charge on 
our Web site at http^/www.gao.gov. 
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Should you or your staff have any questions concerning this report, please 
contact me at 512-8365 or solisw@gao.gov. Key contributors to this 
report are listed in appendix Vni. 



William M. Solis 
Director 

Defense Capabilities and Management 
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Appendix I 


Supply Chain Management; Summary of GAO 
Report Recommendations 



Report title, number, date 

Recommendations 


Defense Logistics: Lack of a 
Synchronized Approach between the 
Manne Corps and Army Affected the 
Timely Production and Installation of 
Marine Corps Truck Armor {GAO-06- 
274, June 22. 2006) 

To ensure that the services 
make Informed and 
coordinated decisions about 
what materiel solutions are 
developed and ^ocured to 
address common urgent 
wartime requirements, GAO 
recommended that the 
Secretary of Defense take 
the following two actions: 

(1) Direct the service secretaries to establish a process to 
share information between the Marine Corps and the Army 
on developed or developing materiel solutions, and 

(2) Clarify the point at which the Joint Urgent Operational 
Needs process should be utilized when materiel solutions 
require research and development. 

Defense Management: Attention Is 
Needed to Improve Oversight of DLA 
Prime Vendor Program {GAO-06-739R, 
June 19, 2006) 


GAO recommended that the Secretary of Defense direct the 
Under Secretary of Defense. Acquisition, Technology and 
Logistics to ensure that the Director of the Defense Logistics 
Agency provide continual management oversight of the 
corrective actions to address pricing problems in the prime 
>«ndor program. 

Defense Inventory: Actions Needed to 
Improve Inventory Retention 
Management (GA0‘06‘5^2, May 25, 
2006) 

GAO recommended that the 
Secretary of Defense take 
the following seven actions: 
To ensure DOD inventory 
management centers 
properly assign codes to 
categorize the reasons to 
retain items in contingency 
retention inverttory, direct 
the Under Secretary of 
Defense for Acquisition, 
Technology, and Logistics to: 

(1) Direct the Secretary of the Army to instruct the Army 
Materiel Command to modify the Commodity Command 
Standard System so it will properly categorize the reasons 
for hr^ding items in contingency retention Inventory. 

(2) Direct the Secretary of the Air Force to instruct the Air 
Force Materiel Command to correct the Application 

Programs, Indenture system's deficiency to ensure It 
properly categorizes the reasons for holding items in 
contingency retention inventory. 


To ensure that the DOD 
inventory managerrtent 
centers retain contingency 
retention inventory that will 
meet current and future 
operational requiretments, 
direct the Under Secretary 
of Defense for Acquisition, 
Technology, and Logistics to: 

(3) Direct the Secretary of the Army to instruct the Army 
Materiel Command to require the Aviation and Missile 
Command to identify Herns that no longer support 
operational needs and determine whether the items need to 
removed from the inventory. The Army Materiel 

Command should also determine whether Hs other two 
inventory commands, the Communications-Electronics 
Command and Tank-automotive and Armaments Command, 
are also holding obsolete Hems, and if so, direct those 
commands to determine whether the disposal of those items 
is warranted. 
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Appendix 1 

Supply Chain Management; Snnunary of GAO 

Report Recommendations 



Focus area 

Theme 

Status of recommendations 

Requirements forecasting 

Process 

Partially concurred, open 


Process 

Concurred, open 

Inventory management 

Management oversight 

Concurred, open 

Inventory management 

Process 

Partially concurred, open 


Process 

Concurred, open 


Process 

Concurred, open 
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Appendix I 

Supply Chain Management: Summaiy of GAO 
Report Recommendationa 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


To ensure that DOD 
inventory management 
centers conduct annual 
reviews of contingericy 
retention inver^ory as 
required by DOD’s Supply 
Chain Materiel Management 
Regulation, direct the Under 
Secretary of Defense for 
Acquisition, Technology, and 
Logistics to: 


(4) Direct the Director of the Defense Logistics Agency to 
require the Defense Supply Center Richmond to conduct 
annual reviews of ccwitingency retention inventory. The 
Defense Logistics Agency should also determine whether its 
other two centers, the Defense Supply Center Columbus 
and the Defense Supply Center Philadelphia, are conducting 
annual reviews, and if not, direct them to conduct the 
reviews so they can ensure the reasons for retaining the 
contingency retention inventory are valid. 

(5) Direct the Secretary of the Navy to ir»struct the Naval 
Inventory Control Point Mechanicsburg to conduct annual 
reviews of contingency retention inventory. The Nava! 
Inventory Control Point should also determine if its other 
organization, Navai Inventory Control Point Philadelphia, is 
conducting annual reviews and if not, direct the activity to 
conduct the reviews so it can ensure the reasons for 
retaining the contingency retention inventory are valid. 


(6) Direct the Secretary of the Army to instruct the Army 
Materiel Command to require the Aviation and Missile 
Command to conduct annual reviews of contingency 
retention inventory. The Army Materiel Command should 
also determine if its other two inventory commands, the 
CommunicationS'Electronics Command and Tank- 
automotive and Armaments Command, are conducting 
annual reviews and if not, direct the commands to conduct 
the reviews so they can ensure the reasons for retaining the 
contingency retention Inventory are valid. 


To ensure that DOD 
inventory management 
centers Implement 
departmentwide policies 
and procedures for 
conducting annual reviews 
of contingency retention 
Inventories, direct the Office 
of the Deputy Under 
Secretary of Defense for 
Logistics and Materiel 
Readiness to take the 
following action: 


(7) Revise the DOD's Supply Chain Materiel Management 
R^ulation to make clear who is responsible for providing 
recurring oversight to ensure the inventory management 
centers conduct the annua! reviews of contingency retention 
inventory. 


Defense Logistics: Several Factors To ensure funding needs for urgent wartime requirements 

Limited the Production and Installation of are identified quickly, requests for funding are well 

Army Truck Armor during Current documented, and funding decisions are based on risk and 

Wartime Operations {GAO-06-1 60, an assessment of the highest priority requirements, GAO 

March 22, 2006) recommended the Secretary of Defense direct the Secretary 

of the Army to establish a process to document and 
communicate all urgent wartime funding requirements for 
supplies and equipment at the time they are identified and 

the disposition of funding decisions. 
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Appendix I 

Supply Chain Macagemeot: Summary of GAO 
Report Recommendations 



Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, open 


Management oversight 

Concurred, open 


Management oversight 

Concurred, open 


Policy 

Concurred, open 

Requirements forecasting 

Process 

Concurred with intent, open 
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Appendix 1 

Supply Chain Management: Summary of GAO 

Bcport Recommendations 

(Continued From Previous Page) 

Report titte, number, date 

Recommendations 


Defense Logistics: More Efficient Use of 
Active RFID Tags Could Potentially Avoid 
Millions in Unnecessary Purchases 
(GAO-06-366R. March 8. 2006) 

GAO recommended that the 
Secretary of Defertse direct 
the Under Secretary of 
Defense (Acquisition, 

(1) Modify the July 30, 2004, RFID policy and other 
operational guidance to require that active RFID tags be 
returned tor reuse or be reused by the military services and 
other users. 


Technology, and Logistics) 
to take the following two 
actions; 

(2) Direct the secretaries of each military service and 
administrators of other components to establish procedures 
to track and monitor the use of active RFID tags, to include 

• determining requirements for the number of tags needed, 

• compiling an accurate inventory of the number of tags 
cumentiy owned, and 

• establishing procedures to monitor and track tags, 
including purchases, reuse, losses, repairs, and any other 
categories that would assist management's oversight of 
these tags. 

Defense Inventory: Army Needs to 
Strengthen Internal Controls for Items 
Shipped to Repair Contractors (GAO-06- 
209, December 13. 2005) 

To improve accountability of 
inventory shipped to Army 
repair contractors, GAO 
recommended that the 
Secretary of Defense direct 
the Secretary of the Army to 
instruct the Commandng 
General, Army Materiel 
Command, to take the 
following six actions: 

(1) Establish systematic procedures to obtain and document 
contractors’ receipt of secondary repair item shipments in 
the Army’s inventory management systems, and to follow up 
on unconfirmed receipts within 45 days of shipment. 

(2) Institute policies, consistent with DOD regulations, for 
obtaining and documenting contractors' receipt of 
government-furnished materiel shipments in the Army’s 
inventory management systems. 


(3) Provide quarterly status reports of all shipments of Army 
government-furnished materiel to Defense Contract 
Management Agency, in compliance with DOD regulations. 



(4) Examine the feasibility of lmplementir>g DOD guidance 
for providing advance notification to contractors at the time 
of shipment and, if warranted, establish appropriate policies 
and procedures for implementation. 



(S) Analyze receipt records for secondary repair items 
shipped to contractors and take actions necessary to update 
and adjust inventory management data prior to transfer to 
die Logistics Modernization Program. These actions should 
include investigating and resolving shipments that lack 
matching receipts to determine their status. 



(6) To ensure consistent implementation of any new 
procedures arising from the recommendations in this report, 
provide periodic training to appropriate inventory control 
point personnel and provide clarifying guidance concerning 
these new procedures to the command’s repair contractors. 
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Appendix I 

Supply Cbain Management: Summary of GAO 

Report Beconunendadons 



Focus area 

Theme Status of recommendations 

Asset visibility 

Policy Concurred, open 


Process Partially concurred, open 


Inventory management 

Process 

Concurred, open 


Policy 

Concurred, open 


Management oversight 

Concurred, open 


Policy 

Concurred, open 


Process 

Concurred, open 


Planning 

Concurred, open 
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Appendix I 

Supply Chain Manageraent: Sonunoiy of GAO 
Report Recommendations 


(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Logistics: DOD Has Begun to 
Improve Supply Distribution Operations, 
but Further Actions Are Needed to 

Sustain These Efforts (GAO-05'775, 
August 11, 2005) 

To enhance GOD’S ability to 
take a more coorcfinated and 
systemic approach to 
improving the supply 
distribution system, GAO 
recommended that the 
Secretary of Defense take 
the following three actions: 

(1) Clarify the scope of responsibilities, accountability, and 
authority between the Distribution Process Owner and the 
Defense Logistics Executive as well as the rotes and 
responsibilities between the Distribution Process Owner, the 
Defense Logistics Agency, and Joint Forces Command. 

(2) Issue a directive instituting these decisions and make 
other related changes, as appropriate, in policy and doctrine. 

(3) Improve the Logistics Transformation Strategy by 
directing the Under Secretary of Defense (Acquisition, 
Technology, and Logistics) to include specific performance 
goals, programs, milestones, and resources to achieve 
focused logistics capabilities in the Focused Logistics 
Roadmap. 



To address the current underfunding of the Very Small 

Aperture Terminal and the Mobile Tracking System, GAO 
recommended that the Secretary of Defense direct the 
Secretary of the Army to determine whether sufficient 
funding priority has been be given to the acquisition of these 
systems and, if not, to take appropriate corrective action. 

Defense Logistics: Better Management 
and Oversigtrt of Prepositioning 

Programs Needed to Reduce Risk and 
Improve Future Programs (GAO*05*427, 

To address the risks and 
management challenges 
facing the departnient’s 
prepositioning proems and 

(1) Direct the Chairman, Joint Chiefs of Staff, to assess the 
near-term operational risks associated with current inventory 
shortfalls and equipment in poor condition should a conffict 
arise. 

September 6, 2005) 

improve oversight, GAO 
recommended that the 
Secretary of Defense take 
the following five actions: 

(2) Direct the Under Secretary of Defense for Acquisition, 
Technology, and Logistics to provide oversight over the 
department’s prepositioning programs by fully implementing 
the department's directive on war reserve materiel and, if 
necessary, revise the directive to clarify the tines of 
accountability for this oversight. 



(3) Direct the Secretary of the Army to improve the 
processes used to determine requirements and direct the 
Secretary of the Army and Air Force to Improve the 
processes used to determine the reliability of inventory data 
so that the readiness of their prepositioning programs can 
be reliably assessed and proper oversight over the programs 
can be accomplished. 



(4) Develop a coordinated departmentwide plan and joint 
dc^rine for the department’s prepositioning programs that 
id^tifies the role of prepositioning in the transformed 
military and ensures these programs will operate jointly, 
support the needs of the war fighter, and are affoi^able. 



(5) Report to Congress, possibly as part of the mandated 
October 2005 report, how the department plans to manage 
the near-term operational risks created by inventory 
shortfalls and management and oversight issues described 
in this report. 
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Appendix 1 

Supply Chain Management; Summary of GAO 

Report Reconunendaciona 


Focus area 

Theme 

Status of recommendations 

Materiel distribution 

Management oversight 

Nonconcurred, open 


Policy 

Nonconcuired, open 


Perlormarwe tracking 

Concurred, open 


Process 

Concurred, open 

Inventory nianagement 

Process 

Partially concurred, dosed, implemented 


Management oversight 

Partially concurred, open 


Process 

Partially concurred, open 


Planning 

Partially concurred, open 


Management oversight 

Concurred, open 
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Appendix I 

Supply Chain Management: Summary of GAO 
Beport Becommendations 


(Continued From Previous Page) 

Report title, number, date Recommendations 

Defense Logistics: Better Strategic GAO recomrr»end that the (1) Direct the Undersecretary of Defense {Acquisition, 

Planning Can Help Ensure DOD's Secretary of Defense take Technology, and Logistics) to expand its current RFID 

Successful Implementation of Passive the following three actions: planning efforts to include a DOD-wide comprehensive 

Radio Frequency Identification (GAO-05- strategic management approach that will ensure that RFID 

345, September 12, 2005) technology is efficiently and effectively implemented 

ttiroughout the department. This strategic management 
approach should incorporate the foiiowing key management 
principles: 

• an integrated strategy with goals, objectives, and results for 
fully implementing RFID in the DOD supply chain process, 
to include the interoperability of automatic information 
systems; 

• a description of specific actions needed to meet goals and 
objectives: 

• performance measures or metrics to evaluate progress 
toward achieving the goals; 

• schedules and milestones for meeting deadlines; 

• identification of total RFID resources needed to achieve full 
implementation; and 

• an evaluation and corrective action plan. 


(2) Direct the secretaries of each military service and 

administrators of other DOD military components to develop 
individual comprehensive strategic management 
approaches that support the DOD-wide approach for fully 
implementing RFID into the supply chain processes. 

(3) Direct the Under Secretary of Defense (Acquisition, 
Technology, and Logistics), the secretaries of each military 
service, and administrators of other military components to 
develop a plan that identifies the specific challenges 
impeding passive RFID implementation and the actions 
needed to mitigate these challenges. Such a plan could be 
irx^luded in the strategic management approach that GAO 

recommended they develop. 

Defense Logistics: Actions Needed to To Improve the effectiveness (1) Improve the accuracy of Army war reserve requirements 

Improve the Availability of Critical items of DOD's supply system in and transparency about their adequacy by; 

dunng Current and Future Operations supporting deployed forces • updating the war reserve models with OIF consumption 

(GAO'05-275, April 8, 2005) for contingencies, GAO data that validate the type and number of items needed, 

recommended that the • modeling war reserve requirements at least annually to 
Secretary of Defense direct update the war reserve estimates based on changing 
the Secretary of the Army to operational and equipment requirements, and 
take the following three • disclosing to Congress the impact on military operations of 

actions and specify when Its risk management decision about the percentage of war 
they will be complied: reserves being funded. 
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Appendix I 

Supply Chain Management: Summary of GAO 
Report BeconunendaClons 





Focus area 

Theme 

Status of recommendations 

Asset visibility 

Planning 

Nonconcurred, open 


Planning 


Concurred, open 


Planning 


Nonconcurred, open 


Requirements forecasting Process 


Concurred with intent, open 
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Appendix 1 

Supply Chain Management: Summary of GAO 
Report Recommendations 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


(2) improve the accuracy of its wartime supply requirements 
forecasting process by: 

• developing models that can compute operational supply 
requirements for deploying units more promptly as part of 
prewar planning and 

• providing item managers with operational information in a 
timely manner so they can adjust modeled wartime 
requirements as necessary. 

(3) Reduce the time delay In granting increased obligation 
authority to the Army Materiel Command and its subordinate 
commands to support their forecasted wartime requirements 
by establishing an expeditious supply requirements 
validation process that provides accurate information to 
support timely and sufficient funding. 


(4) GAO also recommended that the Secretary of Defense 
direct the Secretary of the Navy to improve the accuracy of 
the Marine Corps' wartime supply requirements forecasting 
process by completing the reconciliation of the Marine 
Corps’ forecasted requirements with actual OIF 
consumption data to validate the number as well as types of 
items needed and making necessary adjustments to their 
requirements. The department should also specify when 
these actions will be completed. 


GAO recommended that the 
Secretary of Defense direct 
the Secretary of the Army 
and Director of the Defense 
Logistics Agency to take the 
following two actions: 


(5) Minimize future acquisition delays by assessing the 

industrial-base capacity to meet updated forecasted 
demands for critical items within the time frames required by 
operational plans as well as specity when this assessment 
will be completed, and 

(6) Provide visibility to Congress and other decision makers 

about how the department plans to acquire crilicai items to 
meet demands that emerge duhng contingencies. 


GAO also recommended the 
Secretary of Defense take 
the following three actions 
and specify when they 
would be comfrfeted: 


(7) Revise current joint logistics doctrine to clearly state, 
consistent with policy, who has responsibility and authority 
for synchronizing the distribution of supplies from the United 

States to deployed units during operations; 

(6) Develop and exercise, through a mix of computer 
simulations and field training, depioyable supply receiving 
and distribution capabilities including trained personnel and 
related equipment for implementing improved supply 
management practices, such as radio frequency 
identification tags that provide in*transit visibility of supplies, 
to ensure they are sufficient and capable of meeting the 
requirements in operational plans; and 


(9) Establish common supply information systems that 
ensure the DOD and the services can requisition supplies 
promptly and match incoming supplies with unit requisitions 
to facilitate expeditious and accurate distribution. 


Page 38 


GAO-07-234 DOD^ High-Risk Areas 





124 


Appendix I 

Supply Chain Management; Summary of GAO 
Report Beeoininendations 





Focus area 

Theme 

Status of recommendations 


Process 

Concurred with intent, open 


Process 

Concurred with intent, open 

Process 

Concurred with intent, open 

Planning 

Concurred with intent, open 

Management oversight 

Concurred with intent, open 

Policy 

Concurred with intent, open 

Planning 

Concurred with intent, open 

Process 

Concurred with intent, open 
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Appendix I 

Supply Chain Management; Summaiy of GAO 

Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Inventory: Improvements 

Needed in DOD’s Implementation of Its 
Long-Term Strategy for Total Asset 
Visibility of Its Inventory (GAO-05-15, 
December 6, 2004) 

GAO continued to believe, 
as it did in April 1999, that 
DOD should develop a 
cohesive, departmentwide 
plan to ensure that total 
asset visibility is achieved. 
Specifically, GAO 
recommended that the 
Secretary of Defense 
develop a departmentwide 
long-term total asset 
visibility strategy as part of 
the Business Enterprise 
Architecture that: 

(1) Describes the comF^ete management structure and 
assigns accountability to specific offices throughout the 
department, with milestones and performance measures, for 
ensuring timely success in achieving total asset visibility; 

(2) Identifies the resource requirements for implementing 
total asset visibility and includes related investment analyses 
that show how the major information technology investments 
will support total asset visibility goals; 


(3) Identifies how departmentwide systems issues that affect 
implementation of total asset visibility will be addressed; and 

(4) Establishes outcome-oriented total asset visibility goals 
and performance measures for all relevant components and 
closely jinks the measures with timelines for improvement. In 
addition, since 2001. GAO made a number of 
recommendations aimed at improving DOD’s refinement and 
implementation of the business management modernization 
program. Most recently, GAO identified the need to have 
component plans clearly linked to the long-term objectives of 
the department’s business management modernization 
program. As they relate to total asset visibility, GAO 
continued to believe that these recommendations were valid. 

Foreign Military Sales: DOD Needs to 
Take Additional Actions to Prevent 
Unauthorized Shipments of Spare Parts 
(GAO-05-17, November 9, 2004) 

To reduce the likelihood 
releasing classified and 
controlled spare parts that 
DOD does not want to be 
released to foreign 
countries, GAO 
recommended that the 
Secretary of Defense take 

(1) Direct the Under Secretary of Defense for Policy, in 
conjunction with the Secretaries of the Army and the Navy, 
and direct the Secretary of the Air Force to develop an 
implementation plan, such as a Plan of Actions & 

Milestones, specifying the remedial actions to be taken to 
ensure that applicable testing and review of the existing 
requisition-processing systems are conducted on a periodic 
basis. 


the following three achons: 

(2) Direct the Under Secretary of Defense for Policy, in 
conjunction with the Secretaries of the Army, the Air Force, 
and the Navy, to determine whether current plans for 
developing the Case Execution Management Information 
System call for periodic testing and, if not, provide for such 
testing. 



(3) Direct the Under Secretary of Defense for Policy, in 
exjunction with the Secretary of the Navy, and direct the 
Secretary of the Air Force to determine if it would be 
beneficial to modify the Navy's and the Air Force’s 
requisitix-processing systerrrs so that the systems reject 
requisitions for cletssified or controlled parts that foreign 
countries make under blanket orders and preclude country 
managers from manually overriding system decisions, and 
to modify their systems as appropriate. 
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Appendix I 

Supply Chain Management: Summary of GAO 

Report Recommendations 



Focus area 

Theme Status of recommendations 

Asset visibility 

Performance tracking Concurred with intent, closed, implemented 


Planning 

Concurred with intent, open 

Planning 

Concurred with intent, closed, implemented 

Performance tracking 

Partially concurred, open 


Inventory management 

Planning 

Partially concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, not implemented 
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Supply Chain Management; Summary of GAO 

Report Recommendations 

(Continued From Previous Page) 

Report titfe, number, date 

Recommendations 


Defense Inventory: Navy Needs to 
Improve the Management Over 
Government- Furnished Material 

To improve the control of 
government-furnished 
material shipped to Navy 

(1) Require Navy repair contractors to acknowledge receipt 
of material that is received from the Navy’s supply system as 
prescribed by DOD procedure. 

Shipped to Its Repair Confractors (GAO- 
04-779, July 23,2004) 

repair conh-actors, GAO 
recommended that the 
Secretary of Defense direct 
the Secretary of the Navy to 
instruct the Commander, 
Naval Inventory Control 
Point, to implement the 
following three actions: 

(2) Follow up on unconfirmed material receipts within the 45 
days as prescribed in the DOD internal control procedures to 
OTSure that the Naval Inventory Control Point can reconcile 
material shipped to and received by Its repair contractors. 

(3) implement procedures to ensure that quarterly reports of 
all shipments of government-furnished material to Navy 
repair contractors are generated and distributed to the 
Defense Contract Management Agency. 

Defense Inventory: Analysis of 
Consumption of Inventory Exceeding 
Current Operating Requiren}ents Since 
September 30, 2001 (GAO-04-689, 

August 2, 2004) 

To address the inventory 
management shortcomings 
that GAO identified, GAO 
recommended that the 
Secretary of Defense take 
the following three actions: 

(1) Direct the military services and the Defense Logistics 
Agency to determine whether it would be beneficial to use 
the actual storage cost data provided by Defense Logistics 
Agency in their computations, instead of using estimated 
storage costs, and include that data in their systems and 
models as appropriate; 



(2) Direct the Secretary of the Air Force to establish and 
implement a systemwide process for correcting causes of 
inventory discrepancies between the inventory for which 
item managers are accountable and the inventory reported 
by bases and repair centers; and 



(3) Direct the Secretary of the Air Force to revise its policy to 
require item managers to code inventory so that the 
inventory is properly categorized. 

Foreign Military Sa/es: Improved Navy 
Controls Could Prevent Unauthorized 
Shipments of Classified and Controlled 
Spare Parts to Foreign Countries (GAO- 
04-507, June 25, 2004) 

To Improve interned controls 
over the Navy’s foreign 
military sales program and 
to prevent foreign countries 
from obtaining classified and 

(1) Consult with the appropriate officials to resolve the 
conflict between the DOD and Navy policies on the Navy’s 
use of waivers allowing foreign countries to obtain classified 
spare parts under blanket orders. 


controlled spare parts under 
blanket orders, GAO 
recommended that the 
Secretary of Defense 
instruct the Secretary of the 
Navy to take the followirig 
six actions: 

(2) Determine and implement the necessary changes 
required to prevent the current system from erroneously 
approving blanket order requisitions for classified spare 
parts until the new system is deployed. 


(3) Estal^ish policies and procedures for the Navy’s country 
managers to follow when documenting their decisions to 
override the system when manually processing blanket 
order requisitions. 



(4) Require that the Navy’s country managers manually 
enter blanket order requisitions Into the Navy’s system to 
correctly represent foreign-country-initiated orders versus 

U.S. government-initiated orders so the Navy’s system will 
validate whether the foreign countries are eligible to receive 
the requested spare parts. 
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Supply Chain Management: Summary of GAO 
Report Becommendations 


Focus area 

Theme 

Status of recommendations 

inventory management 

Process 

Concurred, open 


Process 

Corrcurred, open 


Process 

Concurred, dosed, implemented 

Inventory management 

Process 

Concurred, dosed, implemented 


Process 

Corrcurred, closed, implemented 


Policy 

Concurred, dosed, implemented 

Inventory management 

Process 

Concurred, dosed, implemented 


Process 

Partially concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Management oversight 

Partially concurred, closed, implemented 
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Supply Chain Management: Summary of GAO 

Report Becommendatloiu 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




(5) Establish policies and procedures to follow for blanket 
onders when the Navy’s country managers replace spare 
parts requested by manufacturer or vendor part numbers 
with corresponding government national stock numbers. 



(6) Establish interim policies and procedures, after 
consulting with appropriate government officials, for 
recovering classified or controlled spare parts shipped to 
foreign countries that might not have been eligible to receive 
them under blanket orders until the Defense Securtty 
Cooperation Agency develops guidance on this issue. 


To improve the Navy 
system’s internal controls 
aimed at preventing foreign 
countries from obtaining 

(7) Modify the Navy's system to revalidate blanket order 
requisitions when the Navy’s country manager replaces 
spare parts that are requested by manufacturer or vendor 
part numbers. 


classified and controlled 
spare parts under blanket 
orders, GAO recommended 
that the Secretary of 

Defense direct the Under 
Secretary of Defense for 
Policy to require the 
appropriate officials to take 
the following two actions: 

(8) Periodically test the system to ensure that it is accurately 
reviewing blanket order requisitions before approving them. 
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Sapply Chain Management: Stunmary of GAO 

Report Recommendations 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, closed, implemented 


Policy 

Partially concurred, closed, not implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Report Recommendations 

(Continued From Previous Page) 

Report trtfe, number, date 

Recommendations 


Foreign Military Sales: Improved Army 
Controls Could Prevent Unauthorized 
Shipments of Classified Spare Parts and 
Items Containing Military Technology to 
Foreign Countries {GAO-04-327, Aprii 

15, 2004} 

To improve interr^l controls 
over the Army’s foreign 
military sales program and 
to prevent foreign counties 
from being able to obtain 
classified spare parts or 

(1) Modify existing policies and procedures, after 
consultation with the appropriate government officials, to 
cover items shipped in lieu of items ordered to also ensure 
the recovery of classified spare parts that have been 
shipped to foreign countries that may not be eligible to 
receive them under blanket orders. 


unclassified items 
containing military 
technology that they are not 
eligible to receive under 
blanket orders, GAO 
recommended that the 
Secretary of Defense 
instruct the Secretary of the 
Army to take the foilowirrg 
two actions: 

(2) Modify existing policies and procedures covering items, 
after consultation with the appropriate government officials, 
to cover items shipped in lieu of items ordered to also ensure 
the recovery of unclassified items containing military 
technology that have been shipped to foreign countries that 
may not be eligible to receive them under blanket orders. 


To improve the Army 
system's internal controls 
aimed at preventing foreign 
countries from obtaining 

(3) Modify the system so that it identifies blanket order 
requisitions for unclassified items containing military 
technology that should be reviewed before they are 
released. 


classified spare parts or 
unclassified items 
containing military 
technology under blanket 
orders, GAO recommended 
that the Secretary of 
Defense direct the Under 
Secretary of Defense for 
Policy to require the 
appropriate officials to ta>« 
the following two actions; 

(4) Periodically test the system and its logic for restricting 
requisitions to ensure that the system is accurately reviewing 
and approving blanket order requisitions. 

Defense Inventory: Opportunities Exist 
to Improve Spare Parts Support Aboard 
Deployed Navy Ships (GAO-03-887, 
August 29, 2003) 

In order to improve supply 
availability, enhance 
operations and mission 
readiness, and reduce 

(1) Develop plans to conduct periodic ship configuration 
audits and to ensure that configuration records are updated 
and maintained in order that accurate inventory data can be 
developed for deployed ships; 


operating costs for deployed 
ships, GAO recommerKl^ 
the Secretary of Defense 
direct the Secretary of the 
Navy to; 

(2) Ensure that demand data for parts entered into ship 
supply systems are recorded promptly and accurately as 
required to ensure that onboard ship inventories reflect 
current usage or demands; 


(3) Periodically identify and purge spare parts from ship 
inventories to reduce costs when parts have not been 
rer^isitioned for long periods of time and are not needed 
according to current and accurate conriguration and parts 
demand information; and 



(4) Ensure that casualty reports are issued consistent with 
high priority maintenance work orders, as required by Navy 
instruction, to provide a more complete assessment of ship’s 
readiness. 
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Supply Chain Management: Snminuy of GAO 

Report Beconimend&tions 



Focus area 

Theme Status of recommendations 

Inventory management 

Policy Nonconcurred, closed, not implemented 


Policy 

Nonconcurred, closed, not implemented 

Process 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 


Requirements forecasting 

Planning 

Concurred, open 


Process 

Concurred, open 


Process 

Concurred, open 


Management oversight 

Concurred with intent, closed, Implemented 
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Supply Chain Management; Summary of GAO 

Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Inven0ry: Several Actions Are 
Needed To Further DLA's Efforts to 
Mitigate Shortages of Critical Parts 
(GAO-03-709, August 1, 2003) 

To improve the supply 
availability of critical 
readiness degrading ^are 
parts ihat may improve the 
overall readiness posture of 
the military services, GAO 
recommended that the 

(1) Submit, as appropriate, requests forwaiver(s) of the 
provisions of the DOD Supply Chain Materiel Management 
Regulation 4140. 1-R that limit the safety level of supply parts 
to specific demand levels. Such waivers would allow 

Defense Logistics Agency to buy sufficient critical spare 
parts that affect readiness of service weapon systems to 
attain an 85 percent minimum availability goal; 


Secretary of Defense direct 
the Director of the Defense 
Logistics Agency to: 

(2) Change the agency's current aggregate 85 percent 
supply availability goal for critical spare parts that affect 
readiness, to a minimum 85 percent supply availability goal 
for each critical spare part, and because of the long lead 
times in acquiring certain critical parts, establish annual 
performance targets for achieving the 85 percent minimum 
goal; and 



(3) Prioritize funding as necessary to achieve the annual 
performar^ce targets and ultimately the 65 percent minimum 
supply availability goal. 

Foreign Military Sales: Improved Air 

Force Controls Could Prevent 
Unauthorized Shipments of Classified 
and Controlled Spare Parts to Foreign 
Countries {GAO-03-664, July 29, 2003) 

To improve internal controls 
over the Air Force’s fcMoign 
military sates program and 
to minimize countries’ 
abilities to obtain classified 
or controlled spare parts 
under blanket orders for 
which they are not eHgible. 
GAO recommended that the 
Secretary of Defense 

(1) Modify the Security Assistance Management Information 
System so that it validates country requisitions based on the 
requisitioned item’s complete national stock number. 

(2) Establish policies and procedures for recovering 
classified or controlled items that are erroneously shipped. 

(3) Establish polices and procedures for validating 
modifications made to the Security Assistance Management 
Information System to ensure that the changes were 
pr^eriy made. 


instruct the Secretary of the 
Air Force to require the 
appropriate officials to take 
the following steps: 

(4) Periodically test the Security Assistance Management 
information System to ensure that the system’s logic for 
restricting requisitions is working correctly. 


(5) Establish a policy for command country managers to 
document the basis for their decisions to override Security 
Assistance Management information System or foreign 
military sales case manager recommendations. 

Defense Inventory: Navy Logistics 
Sfrafegy and Initiatives Need to Address 
Spare Parts Shortages (GAO-03-708, 
June 27, 2003) 

GAO recommended that the 
Secretary of Defense direct 
the Secretary of the Navy to: 

<1 ) Develop a framework for mitigating criticel spare parts 
shortages that includes long-term goals; measurable, 
outcome-related ob)ectives; implementation goals; and 
performance measures as a part of either the Navy Sea 
Enterprise strategy or the Naval Supply Systems Command 
Strategic Plan, which will provide a basis for management to 
assess the extent to which ongoing and planned initiatives 
will contribute to the mitigation of critical spare parts 
shortages; and 



(2) Implement the Office of the Secretary of Defense’s 
recommendation to report, as part of budget requests, the 
impact of funding on individual weapon system readiness 
with a specific milestone for completion. 
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Supply Chain Management: Summary of GAO 

Report Reconunendatjons 


Focus area 

Theme 

Status of recommendations 

Inventory management 

Process 

Concurred, closed, implemented 


Performance tracking 

Concurred with intent, dosed, not implemented 


Performance trercking 

Concurred with intent, closed, not implemented 

Inventory management 

Process 

Concurred, closed, implemented 


Policy 

Concurred, open 


Policy 

Concurred, open 


Process 

Partially concurred, closed, implemented 


Policy 

Concurred, closed, implemented 

Inventory management 

Performance tracking 

Concurred with intent, closed, not implemented 


Process 

Concurred with intent, closed, implemented 
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Supply Chain Managemefit: Summary of GAO 

Report Beconunendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Inventory: The Department 
Needs a Focused Effort to Overcome 
Critical Spare Parts Shortages (GAO-03- 
707, June 27, 2003) 

In order to improve the 
department’s logistics 
strategic plan to achieve 
results for overcoming spare 
parts shortages, improve 
readiness, and address the 
long-standing weaknesses 
that are limiting the overall 
economy and efficiency of 
logistics operations, GiAO 
recommended that the 
Secretary of Defense direct 
the Under Secretary for 
Acquisition, Technology, and 
Logistics to; 

(1) Incorporate clear goals, objectives, and performance 
measures pertaining to mitigating spare parts shortages in 
the Future Logistics Enterprise or appropriate agencywide 
initiatives to include efforts recommended by the Under 
Secretary of Defense, Comptroller in his August 2002 study 
report. 


GAO also recommended 
that the Secretary of 

Defense direct the Under 
Secretary of Defense, 
Comptroller to 

(2) Establish reporting milestones and d^ine how it will 
measure progress in implementing the August 2002 

Inventory Management Study recommendations related to 
mitigating critical spare parts shortages. 

Defense Inventory: Air Force Plans and 
Initiatives to Mitigate Spare Parts 
Shortages Need Better Implementation 

GAO recommended that the 
Secretary of Defense direct 
the Secretary of the Air 

(1) incorporate the Air Force Strategic Plan's pedomance 
measures and targets into the subordinate Logistics Support 
Plan and the Supply Strategic Plan. 

{GAO-03-706, June 27, 2003) 

Force to take the following 
steps; 

(2) Commit to start those remaining initiatives needed to 
address the causes of spare parts shortages or clearly 
identify how the initiatives have been incorporated into those 
initiatives already underway. 



(3) Adopt performance measures and targets for its 
initiatives that will show how their implementation will affect 
critical spare parts availability and readiness. 



(4) Direct the new Innovation and Transformation Directorate 
to establish plans and priorities for improving management 
of logistics initiatives consistent with the Air Force Strategic 
Han. 



(5) Request spare parts funds in the Air Force's budget 
consistent with results of its spare parts requirements 
determination process. 

Defense Inventory: The Army Needs a 
Plan to Overcome Critical Spare Parts 
Shortages (GAO-03-705, June 27, 2003) 

GAO recommended that the 
Secretary of Defense direct 
the Secretary of the Army 
to: 

(1) Modify or supplement the Transformation Campaign 

Plan, Of the Army-wide logistics initiatives to include a focus 
on mitigating critical spare parts shortages with goals, 
djjectives, milestones, and quantifiable performance 
measures, such as supply availability and readiness-related 
outcomes and 



(2) implement the Office of Secretary of Defense 
recommendation to report, as part of budget requests, the 
impact of additional spare parfo funding on equipment 
readiness with specific milestones for completion. 
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Snpply Chain Manageroeot: Summary of GAO 

Report Recommendations 



Focus area 

Theme Status of recommendations 

inventory management 

Performance tracking Concurred with intent, closed, not implemented 



Performance tracking 

Partially concurred, closed, not implemented 

Inventory management 

Performance tracking 

Concurred with intent, closed, implemented 


Process 

Concurred with intent, closed, not implemented 


Performance tracking 

Concurred with intent, closed, implemented 


Planning 

Concurred with intent, closed, implemented 


Process 

Concurred with intent, closed, implemented 

Inventory management 

Planning 

Concurred with intent, closed, not implemented 


Process 

Concurred with intent, closed, implemented 
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Supply Chain Management: Snmmary of GAO 

Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Inventory: Overall Inventory and 
Requirements Are Increasing, but ^me 
Reductions in Navy Requirements Are 
Possible (GAO-03-355, May 8. 2003) 


To improve the accuracy of the Navy’s secondary inventory 
requirements. GAO recommended that the Secretary of 
Defense direct the Secretary of the Navy to require the 
Commander, Navai Supply Systems Command, to require 
its inventory managers to use the most current data 
available for computing administrative lead time 
requirements. 

Defense Inventory: Better Reporting on 
Spare Parts Spending Will Enhance 
Congressional Oversight {GAO-03-1 8, 
October 24, 2002) 

Given the importartce of 
spare parts to maintaining 
force readiness, and as 
justification for future budget 

(1) Issue additional guidance on how the services are to 
identify, compile, and report on actual and complete spare 
parts spending information, including supplemental funding, 
in total and by commodity, as specified by Exhibit OP-31 and 


requests, actual and 
complete information would 
be important to DOO as well 
as Congress. Therefore, 
GAO recommended that the 
Secretary of Defense; 

(2) Direct the Secretaries of the military departments to 
comply with Exhibit OP-31 reporting guidance to ensure that 
complete information is provided to Congress on the 
quantities of spare parts purchased and explanations of 
deviations between programmed and actual spending. 

Defense Management: Munitions 
Requirements and Combatant 
Commanders’ Needs Require Linkage 
(GAO-03-17. October 15, 2002) 


GAO recommended that the Secretary of Defense establish 
a direct link between the munitions needs of the combatant 
commands — recognizing the impact of weapons systems 
and munitions preferred or expected to be employed — and 
the munitions requirements determinations and purchasing 
decisions made by the military services. 

Defense Inventory: Improved Industrial 
Base Assessment for A rmy War Reserve 
Spares Could Save Money {QA0-02‘ 

In order to improve the 
Army's readiness for 
wartime operations, achieve 

(1) Establish an overarching industrial base capability 
assessment process that considers the attributes in ^is 
report. 

650, July 12, 2002) 

greater economy in 
purchasing decisions, and 

(2) Develop a method to efficiently collect current industrial 
base capability data directly from industry itself. 


accurate budget 

8ubmi8sior>s for war reserve 
spare parts, GAO 

(3) Create analytical tools that identify potential production 
capability problems such as those due to surge in wartime 
^are parts demand. 


recommended that the 
Secretary of Defense direct 
the Secretary of the Army to 
have the Commander of 
Army Material Command 
take the following actions to 
expand or change its current 
process consistent the 

attributes in this report: 

(4) Create management strategies for resolving spare parts 
availability problems, for example, by changing acquisition 
procedures or by targeting investments in material and 
technology resources to reduce production lead times. 
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Supply Chain Management: Summary of GAO 

Report Recomroendadons 


Focus area 

Theme 

Status of recommendations 

Requirements forecasting 

Process 

Concurred, closed, implemented 

Inventory management 

Policy 

Partially concurred, closed, implemented 


Management oversight 

Partially concurred, closed, implemented 

Requirements forecasting 

Process 

Concurred, closed, implemented 

inventory management 

Process 

Partially concurred, closed, not implemented 


Process 

Partially concurred, closed, not implemented 


Process 

Partially concurred, closed, not implemented 


Process 

Partially concurred, closed, not implemented 
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Supply Chain Management; Snminaiy of GAO 

Report Beconunendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Inventory: Air Force Needs to 
Improve Control Of Shipments to Repair 
Contractors {GAO-02-617, July 1, 2002) 

To improve the contrd of 
inventory being shipped, 
GAO recommended that the 
Secretary of Defense direct 

(1) Listing specific stock numbers and quantities of material 
in repair contracts (as they are modified or newly written) 
that the inventory control points have agreed to furnish to 
contractors. 


the Secretary of the Ak 

Force to undertake the 
following; Improve 
processes for providing 
contractor access to 
government-furnished 
material by: 

(2) Demonstrating that automated internal control systems 
for loading and screening stock numbers and quantities 
against contractor requisitions perform as designed. 


(3) Loading stock numbers and quantities that the inventory 
control points have agreed to furnish to contractors into the 
control systems manually until the automated systems have 
been shown to perform as designed. 



(4) Requiring that waivers to loading stock numbers and 
quantities manually are adequately justified and 
documented based on cost-effective and/or mission-critical 
needs. 


Revise Air Force supply 
procedures to ir>clude 

(5) Generating quarterly reports of all shipments of Air Force 
material to contractors. 


explicit responsibility and 
accountability for; 

(6) Distributing the reports to Defense Contract 

Management Agency property administrators. 



(7) Determine, for the contractors in our review, what actions 
are needed to correct prot^ems in posting material receipts. 



(8) Determine, for the contractors in our review, what actions 
are needed to correct problems in reporting shipment 
discrepancies. 



(9) Establish interim procedures to reconcile records of 
materiel shipped to contractors with records of material 
received by them, until the Air Force completes the transition 
to its Commercial Asset Visibility system in fiscal year 2004. 



(10) Comply with existing procedures to request, collect, and 
analyxe contractor shipment discrepancy data to reduce the 
vulnerability of shipped inventory to undetected loss, 
misplacement, or theft. 

Defense Inventory: Control Weaknesses 
Leave Restricted and Hazardous Excess 
Property Vulnerable to Improper Use, 

Loss, and Theft (GAO-02-75, January 

25, 2002) 

For all programs, GAO 
recommended that the 
Secretary of Defense direct 
the Director of the Defense 
Logistics Agency to take the 
following actions; 

(1 ) As part of the department’s redesign of its activity code 
database, establish codes that identify the type of excess 
property — by federal supply class — and the quantity that 
each special program is eligible to obtain and provide 
accountable program officers access to appropriate 
information to identify any inconsistencies between what 
was approved and what was received. 



(2) Reiterate policy stressing that Defense reutitization 
facility staff must notify special program officials of the 
specific tracking and handling requirements of hazardous 
items and items with military technology/applications. 
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Supply Cbain Management: Stunmary of GAO 
Report Recommendations 


Focus area 

Theme 

Status of recommendations 

Inventory management 

Process 

Concurred, closed, implemented 


Process 

Nonconcurred, closed, not implemented 


Process 

Partially concurred, closed, not implemented 


Process 

Partially concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, not implemented 


Process 

Concurred, closed, not implemented 


Process 

Concurred, closed, implemented 


Management oversight 

Partially concurred, closed, not implemented 

Inventory management 

Process 

Partially concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 
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Supply Chain Management; Summary of GAO 
Report Recommendations 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


GAO also recommended that the Secretary of Defense 
ensure that accountable program officers within the 
department verify, prior to approving the issuance of excess 
property, the eligibility of special programs to obtain specific 
types and amounts of property, including items that are 
hazardous or have military technology/applications. This 
Oiuld be accomplished, in part, through the department’s 
ongoing redesign of its activity code database. 

(1) With regard to the 12th Congressional Regional 
Equipment Center, that the Secretary of Defense direct the 
Director of the Defense Logistics Agency to review and 
amend, as necessary, its agreement with the Center in the 
following areas: 

(a) The Center’s financial responsibility for the cost of 

shipping excess properly obtained under the experimental 
project, 

(b) The ancillary items the Center is eligible to receive, 

(c) The rules concerning the sale of property and 

procedures for the Center to notify the Agency of all 
proposed sales of excess property. 

(d) The Center’s responsibility for tracking items having 
mifitary technology/application and hazardous items, and 

(e) The need for Agency approval of the Center’s orders for 

excess property. 

(2) With regard to the Army, the Navy, and the Air Force 

Military Affiliate Radio Systems. GAO recommended that the 
Secretary of Defense direct the Chairman of the Joint Chiefs 
of Staff to have the Joint Staff Directorate for Command, 
Control, Communications, and Computer Systems review 
which items these systems are eligible to receive, on the 
basis of their mission and needs, and direct each of the 
Military Affiliate Radio Systems to accurately track excess 
property, including pilferable items, items with military 
technology/ applications, and hazardous items. 

(3) With regard to the Civil Air Patrol, GAO recommended 
that the Secretary of Defense direct the Secretary of the Air 
Force to have the Civil Air Patrol-Air Force review which 
items the Patrol Is eligible to receive, on the basis of its 
mission and needs, and direct the Patrol to accurately track 
its excess property, including pilferable items, items with 
military technology/applications, and hazardous items. 


For each individual ^ogram, 
GAO further recommended 
the following: 
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Supply Chain Manageraent: Summary of GAO 
Report BecommendationB 





Focus area 

Theme 

Status of recommendations 


Process 

Partially concurred, closed, implemented 


Policy 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 


Process Concurred, open 
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Supply Chain Management: Sommaiy of GAO 

Report Reconunendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Defense Logistics: Strategic Planning 
Weaknesses Leave Economy, Efficiency, 
and Effectiveness of Future Support 
Systems at Risk {GA0-02-W6, October 
11,2001) 

To provide the military 
services, the Defense 
Logistics Agency, and Uie 
U.S. Transportation 
Command with e framework 
for developing a 
departmentwide approach 

(1) Specify a comprehensive approach that addresses the 
logistics life-cycle process from acquisition through support 
and system disposal, including the manner in which logistics 
is to be considered in the system and equipment acquisition 
process and how key support activities such as 
procurement, transportation, storage, maintenance, and 
disposal will be accomplished. 


to logistics reengineering, 
GAO recommended that the 
Secretary of Defense direct 
the Under Secretary of 
Defense for Acquisition, 
Technology, and Logistics to 
revise the departmentwide 
Logistics Strategic Pian to 

(2) Identify the logistics requirements the department wili 
have to fulfill, how it wili be organized to fulfill these 
requirements, and who will be responsible for providing 
^cific types of logistics support. 


(3) Identify the numbers and types of logistics facilities and 
pemonnet the department will need to support future 
logistics requirements. 


provide for an overarching 
logistics strategy that will 
guide the components’ 
logistics planning efforts. 
Among other things, this 
logistics strategy shouid; 

(4) GAO also recommended that the Under Secretary of 
Defuse for Acquisition, Technology, and Logistics e^ablish 
a mechanism for monitoring the extent to which the 
components are implementing the department's Logistics 
Strategic Plan. Specifically, the Under Secretary of Defense 
for Acquisition. Technology, and Logistics should monitor the 
extent to which the components' implementation plans are 
(a) consistent with the departmentwide pian, (b) directly 
related to the departmentwide plan and to each other, and 
(c) contain appropriate key management elements, such as 
performance measures and specific milestones. 
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Appendix I 

Supply Chain Management; Summary of GAO 
Report Recommendations 


Focus area 

Theme 

Status of recommendations 

Other: Strategic 

Planning 

Concurred, closed, implemented 


Planning 

Concurred, dosed, implemented 

Planning 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 


Source: QAO. 
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Appendix n 


Supply Chain Management: Summary of 
DOD-IG Report Recommendations 



Report title, number, date 

Recommendations 


Logistics: Defense Logistics Agency 
Processing of Special Program 
Requirements (D-2005-020, 
November 17, 2004) 

The Director, Defense Logistics 
Agency should: 

Prepare quarterly statistic reports quantifying the cost 
effectiveness of the special program requirement initiative 
to reduce or cancel procurement actions by the use of 
adjusted buy-back rates, segregated by Defense Supply 
Centers. 

Logistics: Navy Controls Over 

Materiel Sent to Defense Reutilization 
and Marketing Offices 
{D-2004-095, June 24, 2004) 

1 .(A) The Commander, Naval 
Supply Systems Command 
should establish controls to 
ensure that Navy organizations 
comply with Naval Supply 

A. 1 . Transmit shipment notification transactions to the 
Defense Reutilization and Marketing Service when 
materiel is shipped to the Defense Reutiiization and 

Marketing Office and ensure the data in the shipment 
notification are accurate. 


Command Publication P*485. 
“Ashore Policy.” June 1998, 
requirements to: 

A.2. Review and research Defense Reutilization and 
Marketing Service follow-up transactions for materiel 
reported as shipped but not received, and respond to the 
Defense Reutiiization and Marketing Service follow-up 
transactions in a timely manner. 


1.{B-D) The Commander, Naval 
Supply Systems Command 
should: 

B. Establish controls to ensure that Navy organizations 
either demilitarize materiel or provide demilitarization 
instructions to the Defense Logistics Agency Depots, prior 
to requesting the depot ship materiel to disposal, and 
respond to depot requests for demilitarization instructions 
in a timely manner. 



C. Validate that the Realtime Reirtilization Asset 

Management Program Office reprograms Its computer 
system to ensure that disposal shipment notifications, 
rather than disposal shipment confirmations, are sent to 
Defense Reutiiization and Marketing Service for disposal 
shipments. 



D. Request that the Defense Reutiiization and Marketing 
Service provide management reports which identify Navy 
organizations that are not responding to disposal bllow-up 
transactions for materiel reported as shipped but not 
received and that are not sending disposal shipment 
notifications for materiel shipped to disposal. 
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Appendix II 

Supply Chain Managemeat: Summary of 
I>OD-I6 Report ReeommendatioDS 


Focus area Theme Status Of Recommendations 

Inventory management Management oversight Partially concurred, open 


Inventory management Management oversight Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Management oversight 

Concurred, open 

Management oversight 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 
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Appendix II 

Supply Chain Management: Simunary of 

DOD'IG Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 



2. The Director, Defense 
Logistics Agency should: 

A. Establish controls to ensure that Defense Distribution 
Depot personnel request the required demilitarization 
instructions for all materiel awaiting disposal instructions 
and reverse the disposal transactions if the required 
instructions are not received. 



B. Establish controls to ensure that the Defense 

Reutilization and Marketing Service reviews and analyzes 
management data to identify Navy organizations that are 
not routinely preparing shipment disposal notifications or 
are not routinely responding to foilow-up transactions and 
identify to the Naval Supply Systems Command potential 
problems with data in the in-transit contro! system In order 
for the Naval Supply Systems Command to ensure that 
Navy organizations comply with disposal procedures. 

Logistics: Accountability and Controt 
of Materiel at the Marine Corps 
Logistics Base Albany, Georgia 
(D-2004-077, April 29. 2004) 

The Commanding General, 
Marine Corps Logistics 
Command should; 

1 . Identify ^1 excess materiel and return the materiel to the 
supply system, as required by Marine Corps Order 
P4400.151B, Intermediate-Level Supply Management 
Policy Manual,” July 9, 1992. 



2. Perform physical inventories of all materiel in all storage 
locations and adjust inventory records accordingly. 

Logistics; Defense Logistics Agency 
Cost to Maintain Inactive National 
Stock Numbers Items (D-2004-024, 
November 19, 2003) 

The Director, Defense Logistics 
Agency should: 

1 . Reevaluate the cost categories for determining the 
average annual cost for maintaining an inactive national 
stock number item in the Defense Logistics Agency supply 
system and recalculate the average annual cost consistent 
with other pricing and cost methodologies. 



2. Discontinue application of the draft Defense Logistics 
Agency Office of Operations Research and Resource 
Analysis report, “Cost of a DLA Maintained Inactive 

National Stock Number,” July 2002, to any authorized 
programs of DOD or the Defense Logistics Agency until alt 
applicable cost categories are fully evaluated and the 
applicable costs of those relevant categories are 
incorporated into the cost study. 
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Appendix li 

Supply Chain Management: Summary of 
D0D-I6 Report Recomniendations 


Focus area 

Theme 

Status Ot Recommendations 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 

inventory management 

Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Inventory management 

Process 

Partially concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix 11 

Supply Chain Management: Summary of 

DOD-IG Report Becommendatioiis 

(Continued From Previous Page) 

Report tKle, number, date 

Recommendations 


Logistics: Defense Logistics Agency 
Processing of Other Nonrecurring 
Requirements 

1 . The Director, Defense 
Logistics Agency should resnse 
Defense Logistics Agency 

A. Identify the circumstances or conditions under which 
other nonrecurring requirements are authorized for 
processing. 

{D'2004-018. November 7, 2003) 

Manual 4140.2, Vc^ume II, 
“Defense Operations Manual, 
Defense Supply Center. Sup^y 
Operating 

Procedures,” April 2002, to 
specifically: 

B. Identify the requirements for documenting the 
methodology and rationale for using other nonrecurring 
requirement transactions. 


C. Establish requirements for identifying the supply center 
personnel who enter other nonrecurring requirements in 
the Defense Logistics Agency supply system and retaining 
other nonrecurring requirement records after the support 
dates have passed. 


2. The Director, Defense 
Logistics Agency should: 

Establish a timeline for the Defense supply centers to 
validate outstanding other nonrecurring requirement 
transactions in the Defense Logistics Agency supply 
system. Other nonrecurring requirement transactions that 
do not have sufficient supporting documentation or that 
cannot be validated should be canceled or reduced and 
reported to the Defense Logistics Agency. The report 
should include the total number of other nonrecurring 
requirement transactions that were deleted and the dollar 
value of procurement actions that were canceled as a 
result. 

Logistics: Accountability and Control 
of Materiel at the Ogden Air Logistics 
Center 

(D-2003'130, Septembers, 2003} 

The Commander, Ogden Air 
Logistics Center should 
immediately: 

1. Comply with the guidance in Air Force Manual 23-110, 
“U.S. Air Force Supply Manual," and Air Force Materiel 
Command instruction 21-130, “Equipment Maintenance 
Materiel Control,” regarding the management of 
maintenance materiel stored at the Air Logistics Center. 



2. Perform an annual physical inventory of all materiel 
recorded in the D035K Wholesale and Retail and Shipping 
System that is the responsibility of the Maintenance 
Directorate, reconcile the results, and turn in excess 
materiel to supply. 



3. Perform a physical count of all materiel located on the 
maintenance shop floors and in storage areas to identify 
unaccountabie and excess materiel, reconcile the physical 
count to the D035K Wholesale and Retail and Shipping 
System, and turn in excess materiel to supply. 



4. Complete the review of courtesy storage materia listed 

In the materiel processing system and either turn in the 
excess to supply, move to the D035K Wholesale and Retail 
and Shipping System, or dispose of the materiel. 
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Appendix II 

Sapply Chain Management; Samniary of 

DOD-IG Report Beccnninendations 



Focus area 

Theme Status Of Recommendations 

Requirements forecasting 

Policy Partially concurred, dosed, implemented 


Policy 

Partially concurred, dosed, implemented 

Policy 

Partially concurred, closed, implemented 

Management oversight 

Partially concurred, closed, implemented 


Inventory management 

Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, dosed, implemented 
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Appendix It 

Soppiy Chain Management: Sominaiy of 

DOD-IG Report Reconunendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Logistics: Follow-up Audit of Depot- 
Level Repairable Assets at Selected 
Army and Navy Organizations 
(D-2003-098, June 5. 2003) 

1 . The Commander, Army 
Materiel Command should: 

A. Expedite funding and the deployment of the Commercial 
Asset Visibility system to Army commercial repair facilities. 
Funding and deployment should be prioritized based 
primarily on the dollar value of repairable assets at the 
commercial repair facilities. 



B. Perform oversight of compliance with DoD 4000.25-2-M, 
‘Military Standard Transaction Reporting and Accounting 
Procedures," March 28. 2002, to conduct annua! location 
reconciliations between Inventory control point records and 
storage depot records. 


2. The Commander, 
Communications-Electronics 
Command should: 

A. Determine whether the items with inventory records that 
were adjusted as a result of the October 2002 
reconciliation between the Communications-Electronics 
Command and the Defense Depot Tobyhanna 

Pennsylvania are obsolete or excess to requirements. That 
determination should be made before requesting special 
inventories or performing other costly causative research 
procedures. 



B. Dispose of those assets that are identified as obsolete 
or excess to projected requirements. 


3. The Commander, Naval 
Inventory Control Point should: 

A. Develop in-house procedures to provide management 
information reports to the inventory accuracy officer, 
comparable to the management information reports 
required in the February 2003 contract awarded to 
Resources Consultant Incorporated, to assist in reducing 
in-transit inventory. 



B. Establish controls to ensure that ail in-transit items that 
meet the criteria in Naval Supply Systems Command 
Publication 723, “Navy Inventory Integrity Procedures," 

April 1 9, 2000, are reviewed prior to writing them off as an 
inventory loss. 

Logistics: Accountability and Control 
of Materiel at the Warner Robins Air 
Logistics Center 

The Commander, Warner Robins 
Air Logistics Center should 
immediately: 

1 . Comply with Air Force guidance regarding the 
management of maintenance materiel stored at the Air 
Logistics Center. 

(D-2003-064, March 20, 2003) 


2. issue guidance regarding materiel management reports 
for management review. 



3. Perform an annual physical inventory of all materiel 
recorded in the D035K Wholesale and Retail and Shipping 
System that is the responsibility of the Maintenance 
Directorate, reconcile the results, and turn in excess 
materiel to supply. 



4. Perform a physical count of all materiel located on the 
maintenance shop floors and in storerooms, reconcile the 
physical count to the D035K Wholesale and Retail and 
Shipping System, and turn in excess materie! to supply. 
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Appendix II 

Supply Chain Management.- Summary of 
DOD-IG Report Recommendations 





Focus area 

Theme 

Status Of Recommendations 

Inventory management 

Process 

Concurred, open 


Management oversight 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 


Process 

Concurred, open 

Process 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 


inventory management 

Management oversight 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix II 

Supply Chain Btanagement: Summary of 
DOD-IG Report Recomntendations 


(Continued From Previous Page) 

Report title, number, date 


Logistics: Accountability and Control 
of Materiel at the Naval Air Depot, 
Jacksonville 

{D-2003-057, March 5, 2003) 


Supply Inventory Management; 
Accountability and Control of Materiel 
at the Naval Air Depot, North Island 
(D-2003-033, December 6, 2002) 


Recommendations 

5. Update or complete Air Force Materiel Command Form 
100 for each line of floating stock and ^ares inventory. 
Submit to the floating stock and spares monitor for 
processing those forms in v^hich the authorization level 
changes. 

6. Perform semi-annual reviews of materiel stored in the 

courtesy storage area and turn in excess materiel to 
supply. 

7. Perform quarterly reviews of bench stock materiel in the 

Low Altitude Navigation and Targeting Infrared for Night 
shop of the Avionics Division and turn in excess materiel to 
supply. 

1 . The Commander, Naval Air A. Enforce the requirements of Naval Air Systems 

Systems Command should: Command Instruction 4400.5A to identify excess materiel 

that has been inactive for more than 270 days for routine 
use materiel and 12 months for long lead-time or low 
demand materiel. 

6. Require quarterly reporting of excess of materiel at 
Naval Air Depots to ensure excess materiel does not 

accumulate. 

C. Develop policy for point of use inventory. 

2. The Commander, Naval Air A. Perform physical inventories of materiel stored in all 

Depot, Jacksonville should: storage locations and adjust inventory records accordingly. 

B. Perform the required quarterly reviews of materiel 

stored in maintenance storerooms to determine whether 
valid requirements exist for the materiel. 

C. Identify ail excess materiel stored in maintenance 
storerooms and return the materiel to the supply system. 

1. The Commander, Naval Air A. Comply with Navy guidance regarding the storage of 

Systems Ccvnmand maintenance materiel at the depot, performance of 

should ensure that the Naval Air quarterly reviews of maintenance materiel on hand, and 
Depot, North Island should: submission of management reports for review. 

8. Develop and implement an effective management 

control program. 

2. The Commander, Nitval Air A. Inventory materiel stored in work center storerooms. 

Depot, North Island should record all of the on-hand materiel on accountable records, 
immediately: identify the materiel for which a valid need exists, and 

return the items with no known requirement to the supply 
system. 

B. Review jobs at closeout to determine whether a need 
exists for leftover materiel. Leftover, unneeded materiel 
should be made visible to item managers and disposed of 
in a timely manner. 

C. Perform the required quarterly reviews of materiel 
stored In work center storerooms to determine whether 

valid requirements exist for the materiel. 
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Appendix II 

Supply Chain Management: Snmntary of 
DOD'IG Report Recoramendadons 





Focus area 

Theme 

Status Of Recommendations 


Process Concurred, cfosed, implemented 


Management oversight 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 


Inventory management 

Management oversight 

Concurred, closed, implemented 

Management oversight 

Concurred, open 

Policy 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 

Management oversight 

Concurred, dosed, implemented 

Process 

Concurred, open 

inventory management 

Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, dosed, implemented 


Process 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 
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Appendix 11 

Supply Chain Management: Smninary of 

DOD-IG Report Becomoiendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


D. Perform physical inventories of materiel stored in all 
storage locations and adjust inventory records accordingly. 

Supply Inventory Management; 
Defense Logistics AgerKry Managed 
items Supporting Air Force Weapon 
Systems 

{D-2002-149, September 18. 2002) 

1. The Director, Defense 

Logistics Agency should 
establish controls to ensure that 
national stock number items 
supporting current weapon 
systems are not deleted from the 

A. Comply with the Defense Logistics Agency Manual 

4140.2 requirement that Defense Logistics Agerrcy item 
managers contact the supply center monitor for the 
weapon system support program to coordinate the deletion 
of the code that identifies the national stock number item 
as a weapon system item. 


supply system. Those controls 
should include procedures to: 

B. Comply with the Defense Logistics Agency Manual 

4140.3 requirement that the supply center monitor for the 
weapon system support program notify the Military 
Departments when a national stock number item 
supporting a weapon system is to be deleted from the 
supply system as a result of the Defense Inactive Item 
Program process. 


2. The Director. Defense 

Logistics Agency, in coordination 
with the Air Force, should: 

Determine the most efficient and cost-effective method to 
reinstate national stock number items that were 
irrappropriately deleted from the supply system. 


3. The Commander, Air Force 
Materiel CommarKt should: 

A. Review the revised procedures for processing Defense 
Inactive item Program transactions when the FY 2002 
process is complete to ensure the procedures are working 
as intended and that inactive item review notifications are 
being promptly returned to the Defense Logistics Agency. 

B. Establish controls to ensure that inactive item review 
notifications are reviewed by the user and are returned to 
ttte Defense Logistics Agency before an automatic retain 
notification is provided to the Defense Logistics Agency. 

C. Establish controls to review Defense Logistics Agency 
transactions deleting national stock numbers from Air 

Force systems so that the inappropriate deletion of 
required data from the Air Force supply system is 
prevented. 

Supply inventory Management; 
Defense Logistics Agency Aviation 
Investment Strategy Program 

1 . The Director, Defense 

Logistics Agency should direct 
the Defense Supply Center 

A. Describe the factors to be used by the Military 
Departments and supply centers to evaluate the validity of 
potential candidates for additive investment. 

{D-2002-136. July 31. 2002) 

Richmond to revise the Aviation 
Investment Strategy 
implementation plan to more fully 
express how the program 
execution process should be 
accomplished to ensure 
appropriate additive investmente. 
Specifically, the plan should: 

6. Require that additive safety level requirements be based 
on consistent and up-to-date supply availability data. 

C. Require regular reviews to determine whether additive 
safety levels continue to be appropriate. Establish a 
frequency for when and how often reviews should be made 
and the criteria for making necessary safety level 
adjustments and reinvesting funds. 


D. Establish a method for maintaining safety level 
increases that adheres to the DoD safety level limitation 
while recognizing and adjusting to changes in the supply 
system. 
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Appendix II 

Supply Chain Management: Somniary of 

DOD-IG Report Recommendations 


Focus area 

Theme 

Status Of Recommendations 


Process 

Concurred, closed, Implemented 

inventory management 

Management oversight 

Concurred, dosed, implemented 


Management oversight 

Concurred, closed, implemented 


Planning 

Concurred, dosed, implemented 


Process 

Concurred, closed, implemented 


Management ove^ht 

Concun^d, closed, implemented 


Management oversight 

Concurred, dosed, implemented 

Inventory management 

Planning 

Concurred, dosed, implemented 


Planning 

Partially concurred, closed, implemented 


Planning 

Concurred, dosed, implemented 


Planning 

Concurred, dosed, implemented 
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Appendix H 

Supply Chain Management: Summary of 

DOD-IG Report Becmrunendatioiis 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




E. Establish a time frame for continuous program 
evaluation and a resolution process that includes a flag or 
general officer from each Military Department whenever 
problem elevation is needed. 


2. The Director, Defense 
Logistics Agency should: 

Approve and coordinate with the Military Departments the 
revised implementation plan. 

Supply Inventory Management: 
Terminal Items Managed by the 
Defense Logistics Agency for the 

Navy 

(D-2002-131, July 22. 2002) 

1 . The Director, Defense 
Logistics Agency should; 

A. Revise Defense Logistics Agency Manual 4140.2, 

‘Supply Operations Manual,” July 1, 1999, to include 
terminal national stock number items with registered users 
in the Defense Inactive Item Program. 



B. Maintain and report statistics on how many terminal 
national stock number items are deleted from the supply 
system after the North Atlantic Treaty Organization and 
foreign governments review the items. 


2. The Commander, Naval 
Supply Systems Command 
should: 

Establish controls to ensure that the Navy is removed as a 
registered user of Defense Logistics Agency-managed 
national stock number items that are no longer required. 

Supply Inventory management: 
Industrial Prime Vendor Program at 
the Air Force Air Logistics Centers 
(D-2002-112. June 20, 2002) 

A.1. The Commander, Defense 
Supply Center Philadelphia 
should require Industrial Prime 
Vendor Program officials to: 

A. Discontinue the use of the market basket approach to 
determine which bench-stock items are placed on the 
industrial prime vendor contract. Instead, evaluate each 
item separately and select the most economical source to 
supply material. 



B. Review inventory levels and discontinue placing Items 
on the industrial prime vendor contract with more than 3 
years of inventory. 



C. Take appropriate action in accordance with contract 
terms to remove items with more than 3 years of inventory 
and start using existing depot inventories as the first choice 
to fill contract demand. 


A.2. The Director, Defense 
Logistics Agency should: 

Convene a performance improvement team composed of 
representatives from all relevant stakeholders. Including 
appropriate oversight agencies, to plan and execute a 
reengineered best value approach to manage bench-stock 
material for all customers that addresses competition and 
restriction on contract bundling. 


B. The Commander, Defense 
Supply Center Philadelphia 
should: 

1 . Implement procedures to ensure that future spot buy 
material procurements are priced and paid for in 
accordance with the terms of the contract. 



2. Obtain a full refund from the Science Application 
International Corporation for erroneous charges, including 
lost interest, and take appropriate steps to reimburse the 
air logistics centers for the full amount of the contract 
overcharges. 
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Appendix H 

Supply Chain Management.' Summary of 
DOD-IG Report Recommendations 


Focus area 

Theme 

Status Of Recommendations 


Planning 

Concurred, closed, implemented 


Planning 

Concurred, closed, implemented 

inventory management 

Policy 

Nonconcurred, open 


Management oversight 

Nonconcurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 

Inventory management 

Process 

Partially concurred, closed, implemented 


Process 

Partially concurred, closed, implemented 


Process 

Partially concurred, closed, implemented 


Planning 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix 11 

Supply Chain Management: Snnunary of 
DOD-IG Report Recommendations 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


Supply Inventory Management; 1 . The Commander, Aviation and Direct the Corpus Christi Army Depot to comply with Army 

Accountability and Control of Materiel Missile Command should: guidance regarding the storage of maintenance materiel at 

at the Corpus Christi Army Depot the depot and the preparation and submission of 

(D-2002-091 , May 21 , 2002) management reports for review. 

2. (A-F) The Commander, A. Price the materiel stored in the Automated Storage and 

Corpus Christi Army Depot Retrieval System that has no extended dollar value or that 
should immediately: has been added to the physical inventory, and identify the 

value of inventory excess to prevailing requirements. 

B. Inventory materiel stored in work centers on the 
maintenance shop floors, record the materiel on 
accountable records, identify the materiel for which a valid 
need exists, and turn in or transfer to other programs 
excess materiel. 

C. Perform an annual physical inventory of all of the 

materiel stored in the Automated Storage and Retrieval 
System. 

D. Perform the required quarterly reviews of matehel 
stored in the Automated Storage and Retrieval System to 
determine if valid requirements exist for the stored 
materiel. 


2. (G) The Commander, Corpus 
Christi Army Depot should 
immediately prepare and submit 
the following report to 
management for review; 


E. Review projects at the 50-percent, 75-percent, and 90- 

percent completion stages to determine if a need exists for 
materiel in storage. 

F. Perform a reconciliation between the Automated Storage 

and Retrieval System and Maintenance Shop Floor 
S^tem files, at a minimum monthly, to determine if files 
are accurate. A physical inventory should be performed to 
correct any deficiencies. 

1 . A monthly total dollar value for materiel stored in the 

Automated Storage and Retrieval System. 

2. items stored in the Automated Storage and Retrieval 

System with no demand in the last 180 days. 

3. Materiel stored in the Automated Storage and Retrieval 

System against closed program control numbers. 

4. Materiel stored against overhead program control 
numbers. 


5. Potential excess materiel by program control number. 

Logistics: Delivery and Receipt of A. The Commander, US. Forc^ 1 . Establish guidance for delivery of cargo from ports of 

DOD Cargo Inbound to the Republic Korea should: debarkation within the theater using Uniform Materiel 

of Korea Movement and Issue Priority System standards or U.S. 

(D-2002-079, April 5, 2002) Forces Korea supplemental standards to the Uniform 

Materiel Movement and Issue Priority System criteria more 
applicable to theater requirements. 
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AppendbE II 

Supply Chain Majiagentent: Sammary of 
DOD-IG Report Rec<MntQendations 


Focus area 

Theme 

Status Of Recommendations 

Inventory management 

Management oversight 

Concurred, closed, implemented 


Process 

Concurred, open 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Partially concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred , closed, implemented 

Materiel distribution 

Policy 

Concurred, open 
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Appendix II 

Sapjriy Chain Management: Summary of 

DOD-IG Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




2. Establish procedures for using and maintaining 
documentation that provides evidence of delivery times 
and the accuracy of the delivered cargo. 



3. Prepare or amend commercial carrier contracts that 
contain delivery provisions for weekend and holiday 
deliveries, and penalties for nonperformance compliance 
with the standards established by the provisions of 
Recommendation A.1 . 



4. Establish procedures to ensure that the priority of the 
cargo to be delivered from a port of debarkation is 
matched with a commercial carrier contract that has the 
necessary provisions that will ensure delivery within the 
standards established by Recommendation A.1. 



5. Establish procedures, metrics, and surveillance plans 
that wili monitor and ensure carrier performance of 
contract specifications and reconcile movement control 
documents received from commercial carriers to ensure 
consignees received prompt and accurate delivery of ail 
cargo. 


B. The Commander, U.S. Forces 
Korea should revise U.S. Forces 
Korea Regulation 35*355 to 
require: 

1. Supply Support Activities to maintain dated and signed 
truck manifests and pickup sheets to confirm receipt. 

2. Supply Support Activities immediately contact end users 
for pickup of high priority cargo within the same day the 
cargo is made available for end user. 

Supply Inventory Management: 
Management of Terminal Items at the 
Defense Logistics Agency 
(D-2002-060, March 13, 2002) 

The Director, Defense Logistics 
Agency should: 

1 . Revise Defense Logistics Agency Manual 41 40.2, 

‘Supply Operations Manual,” Juiy 1, 1999, to include 
terminal national stock number Items with no registered 
users in the Defense Inactive Item Program last user 
withdrawn process. 



2. Maintain and report statistics on how many terminal 
national stock number items are deleted from the supply 
system after the North Atlantic Treaty Organization and 
foreign governments review the items. 

Information Technology: Effectiveness 
of the Joint Total Asset Visibility 
Program 

{D-2002-057, March 11, 2002) 

The Deputy Under Secretary of 
Defense (Logistics and MaterM 
Readiness) should: 

Ensure that the Joint Total Asset Visibility Program is 
funded until sufficient operational capabilities of the Global 
Combat Support System have been fielded and can 
provide capabilities that are at least equivalent to the 
existing Joint Total Asset Visibility Program. 
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Appendix 11 

Supply Chain Management; Summary of 
DOD-IG Report Recommendations 


Focus area 

Theme 

Status Of Recommendations 


Process 

Concurred, open 


Process 

Concurred, open 


Process 

Concurred, closed, implemented 


Performance tracking 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 

inventory management 

Policy 

Concurred, open 


Management oversight 

Nonconcurred, open 

Asset visibility 

Management oversight 

Concurred, dosed, implemented 
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Appendix 11 

Supply Chain Managetnent: Summary of 

DOD-IG Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Government Performance and 

Results Act: Performance Measure 

The Deputy Under Secretary 
of Defense (Logistics and 

1 . Evaluate the usefulness of the DoD Total Asset Visibility 
performance measure. 

for DOD Total Asset Visibility (D- 
2002-016, November 21, 2001) 

Materiel Readiness) should: 

2. Issue specific, written, performance measure guidance 
that standardizes and clarifies the required data elements 
for the Total Asset Visibility measure consistent with the 
evaluation of the usefulness of the measure. 



3. Establish and institutionalize a process to evaluate and 
verify data submitted by DoD Components for the Total 

Asset Visibility performance measure, consistent with the 
evaluation of the usefulness of the measure. 

Accountability and Control of Materiel 
at the Tobyhanna Army Depot (D- 
2002-003, October 4, 2001 ) 

A.1. The Army Deputy Chief of 
Staff for Logistics should: 

Reassess guidance regarding the SO-day storage and 
requisitioning of fabrication materiel at maintenance 
depots and revise Army Regulation 750-2. The guidance 
should state the following: 

• the appropriate number of days depots should be allowed 
for storing and requisitioning fabrication materiel. 

• quarterly reviews should be performed to determine if 
materiel is still required. 
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Appendix li 

Supply Chain Management: Summary of 

DOD-IG Report Recommendations 




Focus area 

Theme 

Status Of Recommendations 

Asset visibility 

Management oversight 

Concurred, closed, implemented 


Performance tracking 

Concurred, closed, not implemented 


Process 

Concurred, closed, not implemented 

Inventory management 

Policy 

Concurred, closed, not implemented 
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Appendix II 

Supply Chain Managemeat: Summary of 
DOD-IG Beport Recommendations 


(Continued From Previous Page) 

Report title, number, date Recommendations 

A.2. The Commander, Issue guidance regarding management of the Automated 

Communications-Eiectrontcs Storage and Retrieval System at Tobyhanna. The guidance 
Command should: should include the following: 

• all materiel stored in the Automated Storage and 
Retrieval System shall be, at a minimum, identified by 
owning cost center; national stock number/part number; 
program control number; quantity; acquisition source 
code; nomenclature; and condition code. 

• a review of any materiel with a date of last activity more 
than 6 months shall be performed. 

• an annual physical inventory of any materiel stored in the 
Automated Storage and Retrieval System shall be 
performed. 

• items stored in mission stocks must represent a bona fide 
potential requirement for performance of a maintenance 
or fabrication requirement, 

• availability of materiel from previously completed 
fabrication orders must be determine before placing 
new requisitions. 

• projects shall be reviewed at the 50 percent, 75 percent, 
and 90 percent completion stages to determine if a need 
exists for materiel still in storage. 

• reclaimed materiel, materiel removed from assets in 
maintenance, and work in process may be stored until 
reutiiized on the maintenance program. Excess reclaimed 
materiel shall be turned in or transferred to a valid funded 
program. 

• materiel shall not be stored in Automated Storage and 
Retrieval System In an overhead account. 

• quarterly reviews shall be performed on materiel stored in 
the Automated Storage and Retrieval System to 
determine if requirements still exist. 

• prior to closing a depot maintenance program, any 
associated remaining repair parts, spares, and materiel 
on hand shall be transferred to an ongoing program or a 
program that will begin within 1 80 days or turned in to the 
installation supply support activity within 1 5 days. 

•The gaining program must be funded, open, and valid. 
•The transferred materiel must be a bona fide potential 
requirement of the gaining program. 
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Supply Chain Management: Snimnary of 
D0D-I6 Report Recommendations 





Focus area 

Theme 

Status Of Recommendations 


Policy 

Concurred, closed, implemented 
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Appendix II 

Supply Chain Management: Summary of 
DOD'IG Report Recommendations 


(Continued From Previous Page) 

Report title, number, date Recommendations 

a. Price the materiel stored in the Automated Storage and 
Retrieval System that has no extended dollar value or that 
has been added to the physical inventory, identify the value 
of inventory excess to prevailing requirements, and 
notify the Inspector General, DoD, of the corrected dollar 
value of the inventory and value of inventory excess to the 
requirements. 

b. Limit the storage of materiel in the Automated Storage 
and Retrieval System under overhead accounts. 
Specifically, remove materiel obtained from the 
Sacramento Air Logistic Center from the overhead account 
program control numbers. 

c. Record the Tactical Army Combat Computer System 
equipment on accountable records and Inventory and turn 
in the computer equipment to the supply system because 
no requirement for the equipment exists at Tobyhanna. 

B.1 . The Commander, Issue guidance regarding reports that should be submitted 

Communicatiorrs-Elecironics to management for review. The guidance should require 
Command should; the following reports: 

• an annua) physical inventory of ail materiel stored in 
Automated Storage and Retrieval System. 

• a reconciliation between the Automated Storage and 
Retrieval System and Maintenance Shop Floor System 
files, at a minimum monthly, to determine if files are 
accurate, 

• a physical inventory should be performed to correct any 
deficiencies. Reports should be prepared for 
management review. 

• a monthly total dollar value for materiel stored in the 
Automated Storage and Retrieval System. 

• items stored in the Automated Storage and Retrieval 
System with no demand in the last 180 days. 

• materiel stored in the Automated Storage and Retrieval 
System against closed program control numbers. 

• materiel stored against overhead program control 
numbers. 

» potential excess materiel by program control number. 

B.2. The Commander, Direct the Tobyhanna Army Depot to Immediately perform 

Communications-Electronics a physical inventory and reconcile the Automated Storage 
Command should: and Retrieval System records with the Maintenance Shop 

Floor System records to verify the accuracy of inventory 
records and submit report for review. 


A.3. The Commander, 
Communications-Electronics 
Command should direct 
Tobyhanna to immecBatety: 
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Supply Chain Management: Sununary of 
DOO-IG Beport Recommendations 





Focus area 

Theme 

Status Of Recommendations 


Process Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 


Process 


Concurred, closed, implemented 


Source: DOD-IG. 
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App endix HI 

Supply Chain Management: Summary of 
Army Audit Agency Report Recommendations 


Report title, number, date Recommendations 

Management of Army Prepositioned For the Commander, U.S. 

Stocks - U.S. Army Materiel Army Materiel Command 

Command (A-2006-0200-ALL, 

August 23. 2006) 


A'1. include placement of stocks (malpositioned) as part of the 

Army Pre-positioned Stocks program performance metrics. As a 

minimum: 

• clearly define malpositioned stocks and establish procedures for 
calculating the data to minimize inconsistency or data 
misrepresentation reported by the subordinate activities. 

• ^tablish long-term goals for correcting the problems and 
annually monitor the progress in meeting the goals to ensure the 
situation doesn’t deteriorate. 

• examine the feasibility of correcting the Web Logistics Integrated 
Oat^ase limitations and shortfalls idenfrfied within this report so 
the system can be used to produce reliaUe performance data. 

A'2. Improve shelf-life management controls and oversight. As a 

minirmjm: 

• develop stock rotation plans for items in long-term storage 
outside Continental U.S. or remove the items from outside 
Continental U.S. storage. 

• prepare an annual list of all Army Pre-positioned Stocks items 
due to expire within 12 and 24 months and have U.S. Army Field 
Support Command ensure stock rotation plans are adequate to 
minimize expired assets. Use the data to formulate funding 
requirements for test and inspection. 

• use critical data fields within information management systems to 
assist in shelf-life stock rotations. Require U.S. Army Field 
Support Command to monitor shelf-life data— such as dates of 
manufacture and expiration dates — provided by its Army Pre- 
positioned Stocks sites to ensure it is current and complete. 
Perform quarterly reconciliatiorts. 

• include shelf-life management metrics as part of the Army Pre- 
positioned Stocks program performance assessment. Establish 
goals and develop methods to track and minimize the loss of 
items due to the expired shelf-life. 
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Appendix III 
Supply Chain I 
Audit Agency 


Focus area Theme 

inventory management Performance tracking 


Management oversight 


PageSS 


Recoininendations 


Status of recommendations 
Concurred, open 


Concurred, open 
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Supply Chain Management: Summary of Army 
Audit Agency Report Becommendations 


(Continued From Previous Page) 

Report title, number, date Recommendations 

A'3. Strengthen accountability controls and enhance data integrity, 
reliability, and visibility of pre-positioned stocks. Specifically: 

• require U.S. Army Communications-Electronics Life Cycle 
Management Command and U.S. Army Tank-automotive and 
Armaments LKe Cycle Management Command to incorporate 
controls similar to U.S. Army Aviation and Missile Life Cycle 
Management Command that will Identify and track unauthorized 
transactions — that is, situations where the ownership purpose 
code of an item was changed from a war reserve purpose code 
to a general issue code without first receiving approval from Army 
Pre-positioned Stocks personnel. 

• execute the required steps to place data associated with loan 
transactions onto the Army knowledge online account to facilitate 
oversight of loan transactions. 

• numerically sequence each approved request and use the 
number to cross-reference back to the approved request. 

• include all Open Army Pre-positioned Stocks loan transactions 
Issued to item managers that weren't paid back as part of the 
Army Pre-positioned Stocks program performance assessment. 

• require U.S. Army Communications-Electronics Life Cycle 
Management Command and U.S. Army Tank-automotive and 
Armaments Life Cycle Management Command to track the 
paybacks by establishing a scheduled payback target date so 
they can be proactive in pursuing collections. 

• track inventory loss adjustment statistics as a potential source for 
benchmarking progress on reducing repetitive errors and 
identifying performance problems. 

• establish dollar values for supply class Vlt inventory adjustments 
in Logistics Modernization Program so loss adjustments meeting 
Sie causative research criteria are researched. 

• randomly sample 25 percent of the inventory loss adjustment 

transactions to verify the adjustments are supported by evidence 
of documented causative research and an adequate explanation 
is documented. 

A-4. Track Army Pre-positioned Stocks site weekly data 

reconciliations to evaluate performance and data reliability. 

A-1 . Provide unit commanders with a block of instructions that 
explain the process and importance of accurately accounting for 
assets and maintaining the property book. 

A-2. Establish a reminder system to notify gaining and losing units 
when equipment transfers occur. 

A-3. Develop and distribute guidance to operations personnel 
stressing the need to follow established procedures for accounting 
for assets and the importance of providing necessary 
documentation to property book officers. 


Asset Visibility In Support of For the Commander, 1 0"* 

Operation Iraqi Freedom and Mountain Division (Light 

Operation Enduring Freedom (A- Infantry) 

2006-0188 ALL, August 11, 2006) 
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Appendix 111 

Supply Chain Management: Summary of Army 
Audit Agency Report Becommendadons 





Focus area 

Theme 

Status of recommendations 


Process 

Concurred, open 



Process 

Concurred, closed, implemented 

Asset visibility 

Management oversight 

Concurred, open 


Process 

ConoJired, closed, implemented 


Policy 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management.- Summary of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




A-4. Research each discrepancy with equipment transfers and 
tum-ln documents and make appropriate adjustments to the 
profserty book records for the Island 2nd BCTs. If the missing 
vehides can't be located in a reasonable time period, initiate an 

AR 15-6 investigation and, if warranted, take further appropriate 
acton. 



B-1. Research the discrepancies we found with the 1st, 2nd, and 
3rd BCT vehicles and make appropriate adjustments to the 
respective property books. 

Procurement Lead Times US Army 
Aviation and Missile Life Cycle 
Management Command (A-2006- 
0156-ALR, July 17, 2006) 

For the Commander, U.S. 
Army Aviation and Missile 
Life Cycle Management 
Command 

1 . Require; 

• item managers to consider historical procurement data in the 
Master Data Record's Sector 10 when justifying values they enter 
for the Requirements System to use as representative estimates 
of procurement lead time. 

• integrated Materiel Management Center second-level 
supervisors to review and explicitly approve the procurement 
lead time values entered into the Master Data Record by Kern 
managers. 



2. Require contract specielists to adhere to Army and Aviation and 
Missile Life Cycle Management Command guidance on 
considering the extent of delay in awarding procurements to 
vendors when justifying if a procurement should be identified as a 
representative estimate of a future procurement's administrative 
lead time. 

increasing Safety Levels for Spare 
Parts, Office of the Deputy Chief of 
Staff, G-4 (A-2006-0063-ALR. 
January 31,2006) 

For the Deputy Chief of 
Staff, G-4 

A-1. Initiate DA staff action to withhold funding for Increasing safety 
ieveis until Army Materiel Command develops test procedures and 
identifies key performance indicators to measure and assess the 
cost-effectiveness and impact on operational readiness. 

Subsistence Prime Vendor Contract, 
Audit of Logistics Civil Augmentation 
Program (A-2006-0168-ALL, 

August 4, 2006) 

For the Commander, 
Defense Supply Center 
Philadelphia 

1 . Mcmitor the contractor's progress to ensure the contractor 
completes the reorganization of the bulk storage warehouses with 
a location grid plan and subsequent warehousing of operational 
rations with specific location areas in the warehouses. Then 
ensure contractor records updated locations of these rations In the 
warehouse management system database to ensure physical 
location of products match the database. 



2. Complete end implement the software change package to 
ensure operational rations containing more than one national stock 
number are allocated from inventory based on the first-to-expire 
inventory method. 
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Sopply Ch^ Man^ement: Sonunary of Anny 
Aodit Agency Report Recommendations 





Focus area 

Theme 

Status of recommendations 


Process Concurred, open 



Process 

Concurred, open 

Inventory management 

Management oversight 

Concurred, open 


Management oversight 

Concurred, open 

inventory management 

Performance tracking 

Concurred, open 

Inventory management 

Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management; Summary of Army 
Audit Agency Report Recommendations 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


3. Develop and implement guidance for the contractor regarding 
the requirements for the destruction of government-owned 
operational rations which have been deemed unfit for human 
consumption. Require the contracting officer representative to 
certify ^e destruction certification package only when adequate 
documentation is attached to support the operational rations being 
destroyed. Also, require the contracting officer representative to 
ensure products are destroyed in a reasonable time frame after the 
Army Veterinarians recommend destruction of the products. If 
Implemented, this recommendation should result in monetary 
savings to the government. 

4. Before shipping excess to theater, review the worldwide excess 
stock of operational rations and identify the expiration dates on 
products that may be considered for shipping to replenish 
operational ration stock in theater. Before shipping stock, 
coordinate with the Theater Food Advisor to ensure the products 
can be incorporated into the existing stock on hand and be 
effectively managed. Also, don’t consider for shipment any 
products with less than 4-months' remaining shelf life unless the 
Army Veterinarians have inspected and extended the shelf life of 
the products. In such cases, ensure the documentation 
accompanies the shipments. 

5. Implement a Quality Assurance Surveillance Plan that 
encompasses all requirements of the prime vendor contract. 
Rec^ire the Administrative Contracting Officer and the contracting 
offH^r representative located at the prime vendor’s location in 
Kuwait to monitor and document the contractor’s performance 
using the Quality Assurance Surveillance Plan on a scheduled 
basis. Upon completion of each review, the Contracting Officer 
should review the results of the Quality Assurance Surveillance 
Plan and determine if any actions are required to correct the areas 
of concern. 


For the Commander, 
Defense Supply Center 
Philadelphia and for the 
Commander, Coalition 
Forces Land Component 
Command 


6. Require the Theater Food Advisor and Defense Supply Center 
Philadelphia to review the quantities of operational rations that are 
currently excess in the prime vendor's warehouses and ensure 
none of these products have orders placed until the excess 
quantities are projected to be depleted, if implemented, this 
recommendation will result in funds put to better use. 


For the Commander, 7. Require the Theater Food Advisor to periodically review the 

Coalition Forces Land inventory of government-owned operational rations and ensure 
Component Command apprr^riate action is taken when products reach their expiration 
date but remain in the prime vendor’s inventory, if implemented, 
this recommendation should result in monetary savings to the 
government. 
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Supply Cbain Management: Siunmary of Army 
Audit Agency Report Beeommendations 





Focus area 

Theme 

Statue of recommendations 


Policy 

Concurred, open 


Process 

Nonconcurred, closed, implemented 

Planning 

Concurred, open 

Management oversight 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management: Suimnaryof Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Logistics Civil Augmentation 

Program, US Army Materiel 

Command 

{A-2006-0022-ALL, 

November 28, 2005) 

For the Commander, U.S. 
Army Field Support 
Command 

A-1. Ensure that the Defense Contract Audit Agency remains 
actively involved in monitoring the contractor’s costs. 


For the Assistant Secretary 
of the Army {Acquisition, 
Logistics and Technology) 

B-1. Develop Army guidance for approving contract requirements 
for deployment operations to include acquisition approval 
threshdds, members of joint acquisition re\dew boards, and 
dor^mentation of board actions. 


For the Deputy Chief of 
Staff. G-4 

C-1 . Establish guidance addressing how to transfer government 
property to contractors in the absence of a government property 
officer to conduct a joint inventory. 



C-2. Issue specific policy on (i) screening the contingency stocks 
at Fort Polk for possible use on current and future Logistics Civii 
Augmentation Program contracts, and (li) returning commercial- 
type assets to the contingency stocks at Fort Polk after specific 
contract operationsAask orders are completed. 


For the Commander, U.S. 
Army Field Support 
Command 

C-3. Update Army Materiel Command Pamphlet 700-30 to include 
specific procedures on: 

• screening the contingency stocks at Fort Polk for possible use on 
current and future Logistics Civil Augmentation Program 
contracts. 

• returning commercial- type assets to the contingency stocks at 
Fort Polk after contracts are completed. 

• disposing of obsolete or unusable property. 


For the Deputy Chief of 
Staff, G-4 

D-1 . Include In an annex to AR 71 5-9 (Contractors Accompanying 
the Force) the key management controls related to Logistics Civil 
Augmentation Program, or specify another method for determining 
whether the management controls related to the program are in 
place and operating. 

Class IX Spare Parts-Operation 

Iraqi Freedom (A-2005-0250'ALE, 
August 15, 2005) 

For the Deputy Chief of 

Staff, G-4 

1. Authorized Stockage Lists (Inventory On-Hand); Army should 
issue a change to policy and update AR 710-2 to require forward 
distribution points in a deployed environment to hold review boards 
for authorized stockage lists when they deploy and no less often 
than quarterly thereafter. Require review boards to accept 
recommendations from dollar cost banding analyses or justify why 
not. Improvements needed to better meet supply parts demand. 

Aviation Assets Office of the 

Program Executive Officer, Aviation 
(A-2005-0240-ALW. 

For the Deputy Chief of 

Staff. G-4 

A-1. Develop policy and procedures for the program executive 
office community to follow to identify, declare, and return excess 
components to the Army supply system. 

August 9, 2005) 


A-2. Develop and issue guidance that states ownership of Army 
Working Capital Fund (AWCF) components that subordinate 
management offices possess and control through modification, 
conversion, and upgrade programs resides with the Army supply 
system. 
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Appendix III 

S apply Chain Muiagemen t: Summary of Army 

Audit Agency Report Recommendations 


Focus area 

Theme 

Status of recommendations 

lnveniot7 management 

Management oversight 

Concurred, closed, implemented 


Policy 

Concurred, open 


Policy 

Nonconcurred, closed, not implemented 


Policy 

Nor>concurred, closed, not implemented 


Policy 

Partially concurred, closed, not implemented 


Policy 

Corrcurred, closed, implemented 

Inventory management 

Policy 

Concurred, open 

Inventory management 

Policy 

Concurred, open 


Policy 

Concurred, open 
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Appendix III 

Supply Cbain M&itagemeDt: Sommaiy of Army 
Audit Agency Report Recommendations 


(Continued From Previous Page) 

Report title, number, date Recommendations 

A'3. Make sure policy is clear on the responsibilities of program 
executive offices and their subordinate management offices in 
complying with estabiished Army policy and procedures lor asset 
accountability. Specifically, record and account for all Army assets 
in a standard Army system that interfaces with the Army system of 
accountability. As a minimum, make sure item managers: 

• have all transactions and information on acquisition, storage, and 
disposition of their assets. 

• are notified of any direct shipments so that the item managers 
can record the direct shipments to capture demand history for 
requirements determination. 

A'1 . Construct permanent or semipermanent facilities in Kuwait 
and Iraq in locations where a continued presence is expected and 
that have a large number of containers being used for storage, 
force protection, and other requirements. For those locations 
where construction of permanent or semipermanent facilities isn’t 
feasible, use government-owned contaners to meet storage, force 
protection, and other requirements. 

A-2. Align the Theater Container Management Agency at the 
at^ropriate command level to give it the authority to direct and 
coordinate container management efforts throughout the Central 

Command area of responsibility. 

A-3. Direct the Theater Container Management Agency to develop 
and maintain a single theater container management database. 
Issue guidance that requires all activities in the area of 
responsibility to use this database for their container management. 
For the Deputy Chief of A-4. Coordinate with Military Surface Deployment and Distribution 
Staff, Q'4 Command to purchase commercial shipping containers In the 

Central Command area of responsibility that are currently accruing 
detention. In addition, discontinue use of the Universal Service 
Contract and only use government-owned containers or containers 
obtained under long-term leases for future shipment of equipment 
and supplies into the Central Command area of responsibility. 
Ensure any long-term lease agreements entered into include 

provisions to purchase the containers. 

A-5. Coordinate with Military Surface Deployment and Distribution 
Command to either gel possession of the 917 government-owned 
contdners still in the carriers' possession, obtain reimbursement 
from the carriers for the $2.1 million purchase price of the 
containers, or negotiate with the carriers to reduce future detention 
bills by $2.1 million. 

A-6. Coordinate with Military Surface Deployment and Distribution 
Command to reopen the 6-month review period under the post- 
payment audit clause to negotiate with commercial carriers to 
either obtain reimbursement of $1 1.2 million for detention 
overcharges on the 29 February 2004 detention list, or negotiate 
with the carriers to reduce future detention bills by $1 1 .2 million. 


Asset Visibility and Container For the Commanding 

Management-Operation Iraqi General, U.S. Central 

Freedom (A-2005-01 97-ALE, Command 

July 5, 2005) 
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Snpply Chain Management: Summary of Amy 
Audit Agency Report Recommendatioiis 





Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, open 


Asset visibility 

Process 

Concurred, open 


Management oversight 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Process 

Concurred, open 


Process 

Concurred, closed, implemented 


Process 

Concurred, open 
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Supply Chain Management: Sammaxy of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number date 

Recommendations 



For the Commanding 
General, Military Surface 
Deployment and Distribution 
Command 

A*7. Perform either a 100-percent review of future detention bills or 
use statistical sampling techniques to review carrier bills prior to 
parent 


For the Commander, 
Coalition Forces Land 
Component Command 

B-1 . Include the minimum data requirements identified in the July 
2004 DOD memorandum that established policy for the use of 
radio frequency identification technology in the statements of work 
for task order 58 and all other applicable task orders. 

Rapid Fielding Initiative 

Accountability Procedures, Program 
Executive Office, Soldier (A-2005- 
0182-ALS, May 12, 2005) 

For the Deputy Chief of 

Staff, G-4 

1 . Clarify accountability requirements for rapid fielding initiative 
(RFI) property distributed tiirough program executive officer (PEC) 
Soldier; specifically, accountability requirements for organizational 
clothing and individual equipment (OCIE) items when not issued 
by a central issued facility (CiF). 


For the Program Executive 
Officer, Soldier and For the 
Executive Director, U.S. 
Army Research, 
Development and 
Engineering Command 
Acquisition Center 

2. Instruct the appropriate personnel at the rapid fielding initiative 

warehouse to complete and document causative research within 

30 days of inventory. Have the causative research: 

• identify documents used in the causative research process and 
the procedures followed to resolve the error in the results of the 
causative research. 

• identify the circumstances causing the variance. 

• make changes to operating procedures to prevent errors from 
recumng. 

• include government approval signatures before processing 
Inventory adjustments and a system for tracking inventory 
adjustments so managers can cross-reference adjustments and 
identify those representing reversals. 



3. Assign a quality assurance representative to the rapid fielding 
initiative warehouse that can provide the appropriate contract 
oversight and prompt feedback to the contractor on accountability 
and performance issues, Direct the individual to coordinate with 
the contracting officer to ensure the contracting officer 
incorporates instructions for evaluating contract requirements into 
key documents, such as a surveillance plan and an aju^ointment 
letter. 



4. Coordinate with the contracting officer to Instruct the contractor 
to indude the results of performance metrics related to inventory 
ar^ustmenls, location accuracy, inventory accuracy, and inventory 
control in the weekly deliverables or other appropriate forum. Have 
the contractor also include a spreadsheet with the overaii 
accourrtability metric in the weekly reports for each line item and a 
continental United States (CONUS) fielding accountability 
spreadsheet after each fielding is completed. The data fields would 
include: 

• overall inventory control accountability would include: Prior week 
ending inventory balar>ce -f all receipts and returns for the current 
vi«ek = all shipments from the warehouse + ending inventory on 
hand. 
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Appendix in 

Supply Chain Management: Summary of Army 
Audit Agency Report Recommendations 





Focus area 

Theme 

Status of recommendations 


Management oversight Coricurred, open 



Process 

Concurred, closed, implemented 

Materiel distribution 

Policy 

Concurmd, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, open 


Performance tracking 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management: Summary of Army 

Au<Ut Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


5. Direct the RFI contracting officer technical representative from 
prr^ram executive officer Soldier to work together with the 
contracting officer to develop a surveillance plan and provide the 
plan to the contract monitor. Include In the plan provisions for spot- 
checks if developers rely on the contractor's quality control plan. 

Functionality of Logistics Automated 
Systems-Operation Iraqi Freedom 
(A-2005-01 72-ALE, April 27, 2005) 

For the Deputy Chief of 
Staff, G-4 

A-1. Coordinate with the Deputy Chief of Staff, G-3 to develop 
guidartce that instructs deploying units on protecting automation 
equipment from voltage differences and extreme environmental 
ten^rature conditions. 


For Commanding General, 
Coalition Forces Land 
Component Command 

A-2. Direct all units in the Kuwaiti area of operations to provide 
controlled temperature conditions for automation equipment. 



A-3. Instruct all units arriving in the Kuwaiti area of operations on 
how to protect automation equipment from voltage differences. 



B-1 . Declassify the order that identifies which combat service 
support automation management office units should contact for 
assistance. 

Theater Distribution Capabilities- 
Operation Iraqi Freedom (A-2005- 
01 68-ALE, April 26, 2005) 

For the Deputy Chief erf 
Staff, G-3/5/7 

A-1. Evaluate lessons learned from Operation Iraqi Freedom. As 
appropriate, adjust force structure requirements for military police 
and transportation personnel during the Total Army Analysis and 
contingency operations planning processes. 


For Commander, Coalition 
Forces Land Component 
Command 

A-2. Reduce the number of trucks assigned to the aerial port of 
debarkation to better reflect actual daily requirements. Coordinate 
with the Air Force at the aerial port of debarkation to obtain 
advanced notice of air shipments on a daily basis. Monitor use 
periodically to determine if future adjustments are required. 



A-3. Reestablish a theater distribution management center and 
make it responsible for synchronizing overall movement control 
operations for the Iraqi theater of operations. Coordinate with the 
MiJti-National Force-lraq to establish a standardized convoy 
tracking and reporting procedure. 
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Supplf Chain Managementt SnmmaTy of Airny 

Audit Agency Report Beeommendations 




Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, closed, implemented 

Inventory management 

Policy 

Concurred, open 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Nonconcurred, closed, implemented 

Materiel distribution 

Management oversight 

Concurred, open 


Process 

Corwurred, open 


Management oversight 

Concurred, open 
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Appendix HI 

Supply Chain Management; Summary of Army 
Au«iit Agency Report Becommendations 


(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Management Controls of Wholesale 
Munitions (A-2005-0099-FFG. 
February 4, 2005) 

For the Joint Munitions 
Command 

A-1. Coordinate with depots currentiy using local databases to 
track receipt transactions and develop a standard database that 
can be used by all depots to effectively track receipts from arrival 
dale to posting. Each depot should be required to use this 
comprehensive database to track receipts and monitor the 
suspense dates to ensure receipts are posted to the Standard 
Depot System within the time standards. At a minimum, this 
database should include: 

• start and completion dates for key management controls. 

• date of arrival. 

• receipt control number and date assigned. 

• cross Reference Number assigned by the Standard Depot 
System. 

• suspense dates (when receipt should be posted to record). 

• date of physical count and reconciliation to receipt 
documentation. 

• if receipt required Report of Discrepancy be sent to shipper and 
date report was sent if required. 

• daily review control (list of receipts that are approaching required 
posting date). 

« date stored. 

• date posted. 

• reason for not posting within required time frame. 



A'2. Initiate a change to Army Materiel Command Regulation 740- 
27 to incorporate steps for identifying misplaced or lost labels in 
depot quality control checks, command assessments, and other 
tools used to measure depot performance. 



A-3. Fully use performance Indicators (Depot Quality Control 
Checks. 304 Reports, and command assessments) as 
management tools to ensure necessary management controls are 
In place and operating for all depots' receipt process. Also, ensure 
depots have effective training programs that consist of both on-the- 
job training and formal training to ensure depot personnel are 
aware of key controls and their responsibilities. Provide training on 
weaknesses and negative trends identified during biannual 
command assessments. 


For the Blue Grass Army 
Depot and McAlester Army 
Ammunition Depot 

A-4. Assign receipt control numbers based on the date the receipt 
arrived, and accountability transfers from transporter to depot. 

A-5. Submit Reports of Discrepancy to shipper for ail 
discrepancies between physical counts and receipt documents, 
including when no receipt documents are received. 



A-6. Post receipts to records in temporary location, when it meets 
the requirement for a reportable storage location, to ensure receipt 
transactions are posted so that munitions can be made visible for 
redistribution in a timely manner. 
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Supply Chain ManagcTnent: Summaiy of Army 
Audit Agency Report Secommendatloiia 





Focus area 

Theme 

Status of recommendations 

Asset visibility 

Process 

Concurred, open 


Policy 

Concurred, open 

Performance tracking 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 
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Supply Chain Mw^ement: Summary of Army 
Audit Agency Report Recomiuendations 


(Continued From Previous Page) 


Report title, number, date 

Recommendations 


Asset Visibility Of Military 
Equipment During Conversions U.S. 
Army Communications- Electronics 
Command 
{A-2004-0529-FFG, 

September 30, 2004) 


For the Commander, U.S. 1. Reemphasize to item managers to use supply document 
Army Communications- transactions, as specified in AR 725-50, to generate due-ins in 
Electronics Command convnand's wholesale asset visibility system when directing the 
movement of military equipment items to a conversion contractor. 

2. Direct item managers to use a GM fund code In disposition 
instructions to troop turn-in units and materiel release orders to 
storage activities directing shipments of equipment items to 
conversion contractors or to an Army depot maintenartce facility. 

3. Request the Logistics Support Activity to assign Routing 

Identifier Codes and related DOD Activity Address Codes for all 
conversion contractor operating locations where the contractor 
maintains quantities of items in the conversion process, but doesn’t 
presently have the codes. For future conversion contracts develop 
a process to ensure that all required codes are assigned 
immediately following contract award. 

4. Reemphasize to item managers to; 

• monitor asset visibility system management reports for creation 
of due-ins. 

• require immediate corrective actions when due-ins aren't created 

in tfie asset visibility system. 

5. Reemphasize to item managers the requirement to perform 
follow up on due-ins when receipts aren’t posted in command's 
asset visibility system within time periods stated in AR 725-50. 

6. IrKsorporate into the current and all future conversion contracts, 
in coordination with the appropriate Project/Program Managers, 
the requirement for conversion contractors to transmit supply 
document transactions to the asset visibility system at 
Communications-Electronjcs Command in order to report; 

• receipts of assets upon arrival at the contractor's plant. 

• changes in item configurations during the conversion process. 

• shipments to gaining activities following conversion operations. 

7. Until the conversion contracts are modified as detailed In 
Recommendation 6, require operating personnel to obtain all 
necessary supply documents and manually enter all necessary 
transactions into command’s asset visibility system to report 
receipts at contractor locations from turn-in units and storage 
activWes, changes in equipment item configurations, and 
shipments of converted items to gaining activities. 

8. Take appropriate actions to ensure unused component parts 
returned from conversion programs are not improperly reported in 
command’s asset visibility system as complete military equipment 
systems. Specifically, for National Stock Number 5840-01-009- 
4939: 

• request an inventory at the depot storage activity to identify all 
component parts improperly returned as complete systems. 

• use the inventory results to adjust on-hand quantities in 
command’s asset visibility system to ensure accurate balances. 
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Supply Chain Management; SununaiyofArmy 
Audit Agency Eeport Recommendations 





Focus area 

Theme 

Status of recommendations 

Asset visibility 

Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 

Process 

Concurred, closed. Implemented 

Management oversight 

Concurred, tiosed, implemented 

Management oversight 

Coricurred, closed, implemented 

Process 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 

Process 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management: Summary of Anny 
Andit Agency Report Recommendations 


(Continued From Previous Page) 

Report title, number, date 


Selected Asset Holding Projects 
(A*2CX)4-0333-AML, June 9, 2004) 


Management Controls for 
Wholesale Munitions Inventories 
Integration of Automatic 
Identification Technology (A-2004* 
02ei'FFG, May 18, 2004) 


Recommendations 

9. Direct the Tobyhanna Army Depot maintenance facility to take 

all actions necessary to ensure appropriate supply document 
transactions are processed when equipment items are received, 
converted, and transferred back to storage ready for Issue. 

10. Direct operating personnel to evaluate all Communications- 
Electronics Command equipment items undergoing disassembly, 
conversion, modification, or overhaul programs to determine if the 
same processes used for the items discussed in this report are 
a^licable to them, if so, require operating personnel to apply the 
recommendations in this report to those affected items. 

For the Commander, U.S. 1. Establish Army guidance requiring integrated materiel 
Army Materiel Command managers to perform annual reviews of holding project assets and 
foltow up on redistribution actions. 

2. Direct commodity commands to redistribute holding project 
assets to other pre-positioned stock projects or to general issue. 

3. Direct commodity commands to dispose of excess, 
urrserviceable, and obsolete assets in holding projects. Direct 
materiel managers to review the 38 bulky items in holding projects 
to identify excess assets and dispose of them. 

4. Establish guidance on the use of holding projects that requires 

managers to either provide a documented rationale for retaining 
excess assets in holding projects or dispose of them. Include in the 
guidance the requirement that inventory management 
commanders or their designees review the retention rationales for 
approval or disapproval. 

5. EstaUish guidance that r^uires materiel managers to review 
holding projects annually to identify unserviceable (condemned, 
economically unrepairable, and scrap) and obsolete assets in 
holding projects. Include in the guidance the requirement that the 

identified assets be disposed of within 12 months. 

For the Joint Munitions 1. Use the integration plan to manage the integration of automatic 
Command identification technology in receiving and shipping processes, as 

w^l as the seal site program. At a minimum, the plan should be 
periodically reviewed to make sure: 

• adequate workforces are dedicated for integration tasks in the 
future. 

• equipment and software are thoroughly tested and determined to 
be functional before being fielding to ammunition storage 
activities. 
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Sappiy Chain Hanageinent; Snminary of Army 

Audit Agency Report Becommendations 




Focus area 

Theme 

Status of recommendations 


Management oversight 

Corrcurred, dosed, impiemented 


Management oversight 

Concurred, closed, implemented 

Inventory management 

Policy 

Concurred, open 


Management oversight 

Concurred, open 


Management oversight 

Concurred, dosed, implemented 


Policy 

Concurred, open 


Policy 

Concurred, open 

Asset vistbitity 

Management oversight 

Concurred, closed, implemented 
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Appendix III 

Supply Chain Management; Summary of Army 
Audit Agency Beport Becommendations 


(Continued From Previous Page) 

Report title , number, date Recommendations 

2. Require contractor to use Standard Depot System's composition 
rules and traditional edit checks in software development br the 
remaining applications to automatic identification technology. The 
development should include the: 

■ use of established performance measures to ensure that all the 
contractor's products and services meet Joint Munitions 
Command’s automatic identification technology needs, such as 
appropriate edit checks before fielding. 

• des^lopment of specific tasks with timelines to ensure that 
established implementation goals are met in the most effective 
and efficient manner. This should include penalties to ensure 
timely delivery of necessary equipment and software applications 

from contractors. 

Ammunition and Smalt Arms For the Adjutant Ger>eral, A-1 . Establish procedures that ensure commands and units reduce 

California Army National Guard California National Guard training ammunition forecasts when units determine that training 

{A-2004-0269-IMT, April 30, 2004) ammunition requirements have changed. 

B-1. Make sure ammunition supply point personnel follow 
procedures to post ail ammunition supply transactions in the 
Training Ammunition Management System on the day the 
transaction occurs. 

B-2. Make sure the ammunition supply point has procedures to 
maintain updated plan-o-graphs that show the locations and lot 
numbers of the ammunition stored In the ammunition supply point 
bunkers and includes the procedures in the supply point’s standing 

operatlrrg procedures. 

6-3. Develop a plan to establish a reliable quality assurance 
specialist {ammunition surveillance) capability for the ammunition 
supply point and California Army National Guard units. Include in 
the plan an evaluation of whether the California Guard should have 
an internal quality assurance capability instead of retying on a 
memorandum of agreement with Fort Hunter-Liggett. 

B^. Correct the contingency ammunition control problems at 
California Guard units by: 

• identitying all contingency ammunition that is currently on-hand 
at all California Guard units and establishing proper 
accountability over the ammunition. 

• pr^aring a serious incident report if the amount of ammunition 
ur^ccounted for that Is identified at the units meets the criteria in 
AR 190-40. 


ensuring that units and the ammunition supply point follow 
established procedures for maint^'ning all issue and turn-in 
documentation for security ammunition to support the quantities 
recorded on the units' hand receipt. 
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Supply Chain Manf^emeat; Sommary of Army 
Audit Agency Report Becomiaendadons 





Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, closed, implemented 


Inventory management 

Process 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Planning 

Concurred, open 


Process Concurred, closed, implemented 
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Supply Chain Managetnent^ Summary of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




B-5. Follow procedures for reviewing and updating security and 

contingency ammunition requirements. At a minimum: 

• determine ammunition requirements based on threat 
assessments, potential missions and force structure available to 
provide a response. 

• coordinate and establish a current ammunition distribution plan. 

• conduct an annual review of ammunition requirements. 

• maintain a list of where ammunition is being stored for State 
contingency by type and quantity. 



B-6. Make sure units follow the requirement to provide ail small 
arms supply transactions to the U.S. Property and Fiscal Office 
within 5 working days so that the DA centra! registry can be 
updated within 10 working days. 



B-7. Make sure units follow the checklist in AR 190-1 1 related to 
physical security over the storage of small arms and document the 
results of their inspections. 

Operational Projects Summary 

Eighth U.S. Army (A-2004-0224- 
FFP, April 8. 2004) 

For the Commander, Eighth 
U.S. Army 

1 . Take appropriate action to perform and document required 

Operational Project reviews. Specifically: 

• estaUish and prescribe guidelines and criteria that will inject 
more discipline into the Operational Project review and validation 
process. Prescribe key factors, best practices, and methods for 
determining and documenting Operational Project requirements. 

• have each project proponent perform an analysis each year in 
accordance with the annual review process in Army Regulation 
710-1 and whenever the Operational Plan changes. The project 
proponent should include an updated letter of justification that 
references where each project’s list of requirements originated 
and how the quantities for each Item were computed. 

• after receiving the official response from the project proponent, 
Eighth Army, Q-4, War Reserve, should submit a memorandum 
to Headquarters. DA, G-4 for the purpose of documenting the 
annual review. 



2. Have the War Reserve Branch track completion of annual 
reviews and 5-year revalidations; periodically review 
documentation of reviews and revalidations to evaluate their 
sufficiency. 

Operational Project Stocks Phase 11 
(A-2004-0108-AML, 

February 12, 2004) 

For the Deputy Chief of 

Staff, G-3 

1 . Develop and apply detailed criteria to assess the adequacy of 
operational project packages and the validity of related 
requirements, and approve only those projects that meet the 
criteria. 



2. Establish criteria and guidelines that require proponent 
commands to identity and prioritize mission essential equipment in 
operational projects. Establish a policy to fund the higher priority 
items first. 
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Supply Chain Management: SuiDmary of Army 
An^t Agency Report Recommendations 


Focus area 

Theme 

Status of recommendations 


Process 

Concurred, closed, implemented 



Management oversight 

Concurred, closed, not implemented 


Management oversight 

Concurred, open 

Requirements forecasting 

Management oversight 

Concurred, open 



Management oversight 

Concurred, closed, implemented 

Requirements forecasting 

Policy 

Concurred, open 


Policy 

Concurred, open 
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Supply Chain Man^ei&ent: Sonunary of Amy 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 



For the Deputy Chief of 
Staff, G-3 and For the 
Deputy Chief of Staff. Q-4 

3. Establish and prescribe guidelines and criteria that will inject 
more discipline into the operational project requirements 
determination process. Prescribe key factors, best practices, and 
methods for determining and documenting operational project 
requirements. 


For the Deputy Chief of 
Staff, G-4 

4. Designate only commands with clear or vested interest in 
projects as the proponents. 



5. Prowde guidance to project proponents that outline strategies 
and methodologies for reviewing and revalidating operational 
projects. 



6. Track completion of reviews and 5-year revalidations, 
periodically review documentation of reviews and revalidations to 
evaluate its sufficiency, and reestablish the enforcement policy that 
would allow cancellation of operational projects when proponents 
don't perform timely, adequate reviews or revalidations. Consider 
having a format Memorandum of Agreement with Army Materiel 
Command to track operational project reviews and revalidations. 



7. Revise guidance requiring annual reviews for aii operational 
projects to consider the individual characteristics of projects when 
schedding the frequency of reviews. 

Aviation Spare Parts Requirements 
Supply Control Studies U.S. Army 
Aviation and Missile Command 
(A-2004-0109-AMW 

OecemberSI, 2003) 

For the U.S. Army Aviation 
and Missle Command 

1 . Instruct the responsible item managers to: 

• initiate actions to dispose of quantities that exceed documented 
requirements for the seven items identified. 

• determine if it’s economical to reduce the planned procurement 
quantities excess to requirements for the five items identified. For 
those that are economically feasible, take action to reduce 
pl«mned procurement quantities. 

if these actions are implemented, we estimate they will result in 

potential monetary savings of about $1 .7 miliion. 

Operation Enduring Freedom- 
Management and Use of Shipping 
Containers (A-2004-0066'IMU, 

For the Commanding 
General, Combined Joint 
Task Force 180 

1. Build semi-permanent storage facilities for class 1 supplies at 
Bagram and Kandahar, including facilities for dry and frozen goods 
storage. 

December 9, 2003) 


2. Direct base operations commanders to record all containers 
purchased with Operation Enduring Freedom funds in the 
installation property books. In addition: 

• conduct a 100-percent physical inventory of shipping containers 
at each installation. 

• record all leased and purchased containers in the property book. 
Make sure the serial numbers of the shipping containers are 
recorded, too. 

• establish procedures with the contracting office to ensure that the 
installation property book officer is given documentation when 
containers are purchased or leased. 
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Supply Chain Management; Snmniary of Army 
Audit Agency Report Eecommendattons 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, open 


Management oversight 

Concurred, closed, implemented 

Management oversight 

Concuired, closed, implemented 

Management oversight 

Concuned, dosed, implemented 



Policy 

Concurred, open 

Inventory management 

Management oversight 

Conctirred, closed, implemented 


Materiel distribution 

Process 

Concurred, open 


Management oversight 

Concurred, open 
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Supply Chain Management: Summary of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Operation Enduring Freedom — 

Class iX Aviation Spare Parts 
(A-2004-0013-iMU, 

October 7, 2003) 

For the Commander, 
Combined Joint Task Force 
180 

1 . Increase the size of the supply support activity in Bagram to 
1,700 line Herns of authorized stockage list to ensure the 
availability of critical aviation spare parts. 



2. Require the supply support activity officer to hold inventory 
reviews every 30 days or less with aviation maintenance units to 
ensure adequate inventory ieveis of items on the authorized 
stockage list. 



3. Place Army expeditors — “the go-to guys” — familiar with class IX 
a\4ation spare parts at choke points located in Germany in the 
Army and Air Force delivery system to prioritize pallets and 
shipments. 

Operation Enduring Freedom- 
Class IX Aviation Spare Parts 
(A.2003-0400-IMU. 

August 19, 2003) 

For the Deputy Chief of 

Staff, G-4 

1 . Establish theater DOD activity address codes for units to fall in 
on when assigned to Operation Enduring Freedom. 

Operation Enduring Freedom — Use 
of Automatic Identitication 

Technology for in-Transit Visibility 
(A-2003-0371 -IMU, July 24, 2003) 

For the Deputy Chief of 

Staff. G-4 

1 . Issue guidance directing activities to attach radio frequency tags 
to shipments en route to the Operation Enduring Freedom area of 
responsibility. Enforce requirements to tag shipments by directing 
tran^rtation activities not to allow the movement of cargo without 
a radio frequency tag attached. 



2. Direct Military Traffic Management Command to obtain radio 
frequency tag numbers from activities shipping goods and to report 
those tag numbers to transportation officers by including them in 
the in-transit visibility (ITV) Stans report, 



3. Issue additional guidance to activities clarifying procedures they 
should follow for the retrograde of radio frequency tags and to 
replenish their supply of tags. 

Operation Enduring Freedom— In- 
Translt Visibility (A-2003 ■0370-IMU, 
July 24. 2003) 

For the Joint Logistics 
Command 

1. Make sure movement control teams tag shipments as required 
by US Central Command guidance to ensure that improvements 
contmue during future rotations. 

Operational Projects In Europe, U.S. 
Army Europe and Seventh Army (A- 
2003-0354-IMU, July 10, 2003) 

For the Commanding 
General, U.S. Army, Europe 
and Seventh Army 

A-1 . Direct responsible activities to: 

• validate current requirements for subproject PCA (authoriidng 
chemical defense equipment for 53,000 troops) to augment U.S. 
Army Europe's second set deficiencies and submit the 
requirements to DA for approval in accordance with AR 710-1. 

• revalidate requirements for chemical defense equipment for 
project PCS (see PCA), including the addition of equipment 
decontamination kits, Revise requirements for chemical defense 
equipment for the Kosovo Force mission and submit the changes 
to DA. 



A-2. Ask Army Materiel Command to fully fill revised requirements 
for chemical defense equipment for operational project PCS and to 
redistribute or dispose of excess Herns from operational projects 
PCA and PBC. 
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Supply Chain Manageroeot: Summary of Army 

Audit Agency Report Becommendations 




Focus area 

Theme 

Status of recommeridations 

Inventory management 

Process 

Partially concurred, open 


Management oversight 

Partially concurred, open 


Process 

Partially concurred, open 

Inventory management 

Process 

Concurred, closed, implemented 

Asset visibility 

Policy 

Concurred, closed, implemented 


Management oversight 

Noncr^urred, closed, implemented 


Policy 

Concurred, closed, implemented 

Asset visibility 

Management oversight 

Concurred, closed, implemented 

Requirements 

Forecasting 

Management oversight 

Concuned, closed, not implemented 


Process 

CorKurred, closed, not implemented 
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Sappiy Chain Management- Summary of Army 
Au(Ut Agency Report Seeonunendations 


(Continued From Previous Page) 


Report titie, number, date 

Recommendations 


B-1. Direct responsible activities to review and validate all project 
requirements tor collective support systems as required by AR 
710-1. 


Army Total Asset visibility Capability 
{A-2003-0303-AML. June 10, 2003) 


C-1. Direct responsible activities to: 

• ask DA to cancel subprojects PZP and PZQ {project codes to 
provide equipment for reception of reintorcing forces deploying to 
Europe and other theaters). 

• develop requirements and request a new receiving, staging, 

onward movement and integration operational project, if needed, 
in accordance with AR 71 0-1 , 

D-1 . Ask DA to cancel operational subproject PYN (project code) 
for aircraft matting. 

D-2. Submit new operational project requirements for aircraft 
matting to DA in accordance with AR 710-1. 

For the Deputy Chief of A-t. Develop a system of metrics, to Include performance goals, 
Staff, G-4 objectives, and measures, for evaluating the reliability of data in 

the capability. Establish processes for comparing actual 
performance to the metrics and taking remedi^ action when 
performance goals and objectives aren’t met. (Recommendation 
B-3 calls for a process to compare data in the capability and feeder 
systems. The results of these comparisons would constitute the 

actual data reliability performance,) 

A-2. Develop goals and objectives for use in evaluating the 
success of redistribution actions for Army assets. Develop 
procedures for identifying and correcting the causes for referral 

denials that exceed the established goals. 

For the Deputy Chief of B-1. Issue guidance to project and product managers detailing the 

Staff, G-4 proper use of bypass codes on procurement actions. 

B-2. Include definitive guidance on the use of bypass codes into 
appropriate guidance documents on The Army’s business 
processes, such as AR 710-1. Make sure the guidance explains 

the rgtfnifications of using the different codes. 

For the Commander, U.S. B-3. Direct the Logistics Support Activity to perform periodic 
Army Materiel Command reviews of data in the capability to ensure that it agrees with data in 
feeder systems, and take action to identify and correct the causes 
for any differences. 

B-4. Require commodity commands to use the Post-award 
Management Reporting System to help manage contract receipts. 
Also, rrvake sure the Logistics Modernization Program has the 
capability to manage invalid due-in records. 

B-5. Direct commodity commands to delete all procurement due-in 
reconte with delivery dates greater than 2 years old. Have the 
commodity commands research and resolve due-in records with 
delivery dates more than 90 days old but less than 2 years old. 

B-6. Direct commodity commands to review and remove invalid 
due-in records for field returns with delivery dates over 1 60 days. 
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Appendix HI 

Supply Chain Maiiageraent: Summary of Army 
Audit Agency Report Recommendations 


Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, closed, not implemented 


Management oversight 

Concurred, closed, not implemented 



Process 

Concurred, closed, not implemented 


Management oversight 

Concurred, closed, not implemented 

Asset visibility 

Performance tracking 

Concurred, open 


Planning 

Nonconcurred, closed, not implemented 

Policy 

Concurred, closed, implemented 

Policy 

Concurmd. closed, implemented 

Management oversight 

Concurred, open 

Management oversight 

Concurred, open 

Management oversight 

CorKJurrod, open 

Management oversight 

Concurred, open 
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Appendix HI 

Supply Chain Management: Saminary of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




B-7. Require commodity commands to periodically scan the 
Commodity System for procurement actions issued with bypass 
codes. Ask project and program managers to explain the decision 
to use a bypass code. Report the results of the review to the 
Assistant Secretary of the Army (Acquisition, Logistics and 
Technology). If the Logistics Modernization Program continues to 
employ bypass codes or other methods that prevent the creation of 
a due-in record, conduct similar reviews when the Logistics 
Modernization Program is implemented. 


For the Commander, U.S. 
Army Materiel Command 

C-1 . Incorporate instructions on the use of the capability into 
appropriate guidance documents on The Army’s logistics business 
processes, such as AR 710-1. These instructions should address 
topics such as reviewing the capability for excess items before 
procuring additional stocks. 



C-2. Direct the Logistics Support Activity to review data in the 

Army Total Asset visibility capability for potentially erroneous data. 
Establish a procedure for reporting the potentially erroneous data 
to tite activities responsible for the data and performing research to 
determine the validity of the data. 


For the Deputy Chief of 
Staff. G.4 

D-1. Revise AR 710-2 and 710-3 to comply with the requirements 
of AR 11-2. Specifically; 

■ develop management control evaluation checklists addressing 
the a<xuracy and reliability of data in the Army Total Asset 
visibility capability and publish these controls in the governing 
Army regulations, or 

• identity other evaluation methods and include these in the 
applicable Army regulations. 

Asset Status Transactions (A-2003' 
0289-AML, June 13, 2003) 

For the Commander, U.S. 
Army Materiel Command 

1. Emphasize to the commodity commands the need to 
periodically review the process for creating asset status 
transactions in the Commodity Command Standard System to 
ensure foe transactions are properly created and forwarded to the 
Logistics Support Activity. 



2. Revise Automated Data Systems Manual 16-LOA-KCN-ZZZ>UM 
to require activities to promptly submK monthly asset status 
transactions to the Logistics Support Activity. 
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Appendix II! 

Supply Chain Man^emen t4 Summary of Army 
Audit Agency Report Recommendations 


Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, open 


Policy 

Concurred, closed, implemented 


Management oversight 

Concurred, open 


Poiicy 

Concurred, closed, implemented 

Asset visibility 

Management oversight 

Concurred, open 


Policy 

Concurred, closed, implemented 
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Appendix III 

Snppl; Chain Management: Summaiy of Army 
Audit Agency Report Becoramendations 


(Continued From Previous Page) 

Report titie, number, date 


Operation Enduring Freedom- 
Property Accountability (A-2003- 
0294-IMU, June 2, 2003) 


Criteria Used to Stock Repair Parts 
in the Army’s Wholesale Supply 
System (A-2003-0223-AMA, 

April 30, 2003) 


Recommendations 

For the Commander, U.S. 3. Establish procedures for notifying source activities when the 
Army Materiel Command c^at»tity rejects asset status transactions. Make sure that 
Logistics Support Activity rejected and deleted transactions are reviewed to identify reasons 
for the transactions being rejected or deleted. If appropriate, 
conect the rejected transactions and resubmit them for processing 
to the capability. Based on the results of the reviews, take 
appropriate action to correct systemic problems. 

4. Establish a control log to monitor participation of Army activities 
in the monthly asset status transaction process. Use the log to 
identify activities that didn't submit a monthly update and 
determine why an update wasn't submitted. Report frequent 
abusers of the process through appropriate command channels. 

5. Report to the Deputy Chief of Staff, G'4 that AR 710-3 needs to 

be revised to require activities to promptly submit monthly asset 
status transactions to the Logistics Support Activity. 

6. Document the process used to update information in the asset 
visibility module of the Logistics Integrated Data Base. 

For the Defense Logistics A-1. Obtain a document number from the installation property book 
Agency office before ordering installation property or organizational 

clothing and individual equipment. Order only equipment and 
vehicles for valid requirements approved by the Joint Acquisition 
Review Board. 

A-2. include written justification, analyses and study resulte in 
documentation for purchase requests and commitments before 

acquisition decisions are made. 

A-3. Oetermine the number of vehicles required for the mission. 
Consider adjusting dollar thresholds for approval by the Joint 

Acquisttion Review Board. 

A*4. Establish written policy to secure explosives using the interim 
plan. Build a permanent secure area for explosives awaiting 

movement as soon as possible. 

For the Commander, U.S. A>1 . When updating the variable cost-to-procure factor, make sure 
Army Materiel Command the following steps are completed until a system like actrvit-based 
costing is available to capture costs; 

• develop cost data for each functional area using groups of well- 
trairred, function experts. 

• properly document the process used to develop costs. 

• research and substantiate variances In cost data among buying 
activities. 

A-2. Make sure updates to the variable cost-to procure factor are 
given to each buying activity and properly input into the materiel 
management decision file in the Commodity Command Standard 
System. 
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Appendix 111 

Supply Chain Management: Sammary of Army 
Audit Agency Seport BeconiinendatlonB 


Focus area 

Theme 

Status of recommendations 


Process 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Policy 

Concumed, closed, implemented 


Process 

Concurred, closed, implemented 

Requirements forecasting 

Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Policy 

Concurred, open 

Inventory management 

Process 

Concurred, open 


Process 

CorKJurred, open 
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Appendix Hi 

Supply Chain Manc^ement^ Summary of Army 

Audit Agency Report Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




A-3. Review the variable cost-to-procure elements in the materiel 
management decision file and determine which of the three 
variable cost-to-procure cost categories should be used to update 
each dement. Provide this information to the buying activities for 
impl^entation. Do periodic checks to make sure the elements are 
up^ted properly. 



A-4. Review the other factors in the materiel management decision 
file mentioned in this report for accuracy, especially those that 
haven’t been updated in the past 2 years. Specifically make sure 
the buying activities update the following factors using data related 
to the commodity they manage: 

• Variable Cost to Hold (General Storage Cost, Discount Rate, 
Storage Loss Rate, and Disposal Value). 

• Probability of No Demands. 

• D^X)t Cost Elements (Stock Issue Cost, Ftxed Cost, Receipt 

Cost for Stocked Item, and Non-Stocked Cost). 

• Percent Premium Paid. 

• Add-Delete Demands. 



B-1 . Have the Requirements Integrity Group (or a similar working 
groi^}) periodically review the factors used in the economic order 
quantity/variable safety level model for accuracy — especially those 
discussed in this objedive. Provide guidance to buying activities 
for properly updating factors and make sure updated factors are 
processed in the automated system. 

Development and integration of 
Automatic Identification Technology 
Into Logistics Processes 
(A-2003- 0192-AML, 

March 21, 2003) 

For the Assistant Secretary 
of the Army (Acquisition, 
Logistics and Technology) 

1 . Issue written policy prescribing the specific roles and 
responsibilities, processes, and key management controls for 
developing and integrating automatic identification technology into 
logistics processes. As a minimum, include requirements for 
funding, milestone decisions, in-process reviews, test and 
evaluation plans, life-cycle cost estimates, benefit analyses, 
coordination with other system developments, and transfer of 
finished products. Also, consider subjecting tl^ Army’s 
development of automatic identification technology to the 
prescribed acquisition procedures of AR 70-1. 



2. Prepare a business case analysis for each automatic 
identification technology application that the Army has ongoing 
and planned. Adjust applications, if appropriate, based on the 
results of the business case analyses. 



3. Establish a central oversight control within the Army for 
automatic identification technology. As a minimum, set up a 
process to; 

• monitor all development and funding within the Army for 
automatic identification technology. 

• verify that similar developments aren’t duplicative. 


For the Commander, U.S. 
Army Training and Doctrine 
Command 

4. Update the operational requirements document for automatic 
identification technology. As a minimum, determine the Army-wide 
need for standoff, in-the-box visibility and document the results in 
an updated operational requirements document. 
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Appendix III 

Supply Chain Management: Summary of Army 
Audit Agency Beport Becammendatlons 


Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, open 


Management oversight 

Cortcurred, open 



Management oversight 

Concurred, open 

Asset visibility 

Policy 

Cc^curred, open 


Planning 

Concurred, open 

Management oversight 

Concurred, open 

Policy 

Nonconcurred, open 
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Appendix II! 

Supply ChaiRMana^emenbSuTnmary of Army 
Audit Agency Report Recommendations 


(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Methodology for Computing 
Authorized Stockage Lists (A-2003 - 
0106-AML, December31. 2002) 

For the Deputy Chief of 
Staff, G-4 

Revise tfie current version of AR 710-2 to make Dollar-Cost 
Banding mandatory. Set a date for implementing Doilar-Cost 
Banding that will allow for gradual implementation by major 
commands, divisions, and other activities with supply support 
activiti^. 

Repair Parts Support to Alert 

Forces 

(A-2002 -0423-AML. June 7, 2002) 

For the Deputy Chtef d 
Staff, G-4 

A'1 . Issue a message to all major command and subordinate 
activities informing them of problems and best practices identified 
during our audit. Use the draft advisory message as a guide for 
preparing the message (Annex E). Advise major commands and 
divisions responsible for maintaining units on alert status for rapid 
deployment in response to a crisis to ensure their [oca! policies 
(such as major command regulations or division Readiness 
Standing Operating Procedures) include the provisions outlined in 
the message. 


A'2. Modify AR 710-2 to include guidance for major commands 
and subordinate activities responsible for maintaining units on alert 
status for rapid deployment to follow to ensure adequate repair 
parts support during tbe initial period of deployment. As a 
minimum, require that divisions with alert units have: 

• an assumption process in place that includes procedures for 
detailed planning of Class IX requirements. 

• a deployment notification process in place with procedures for 

conducting a summary review of Class !X stocks planned for 
deployment, considering such factors as the deployment 
environment, anticipated operating tempo, or intensity of the 
operations. 

A-3. Modify DA Pamphlets 710-2-1 and 71 0-2-2 to include detailed 
procedures for divisions to follow to ensure alert forces have 
adequate Class IX repair parts support. Review the best practices 
outlined in this report (and the draft advisory message in Annex E) 
as a starting point for revising the pamphlets. 

A-4. Update Field Manual 10-15 (Basic Doctrine Manual for Supply 
and Storage) to reflect current policies and address the key 
procedures discussed earlier in this report. Additionally, update the 
field manual to provide guidance on such issues as: 

• how to identify Class IX repair part requirements for alert forces. 

• how to identify repair parts shortages and whether to requisition 
shortage items. 

• what priorily designator code to use for requisitioning parts 
during the assumption process and when in alert status. 

• when to use pre-packaged inventories. 

• when to pre-position parts at airfields (with alert force 
equipment). 

B-1, Include key management controls for alert forces in an 
appendix of AR 710-2 as prescribed by AR 11-2 or incorporate 
these confrols into the existing Command Supply Discipline 
Program. Consider our list of key controls contained in Annex H to 
identify controls for inclusion in the regulation. 
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Appendix HI 

Supply Chain Management: Sunonary of Army 

Audit Agency Report Recommendations 




Focus area 

Theme 

Status of recommendations 

Inventory management 

Policy 

Concurred, closed, implemented 


inventory management 

Policy 

Concuired, closed, implemented 


Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 

Policy 

Concurred, dosed, implemented 

Policy 

Concurred, closed, implemented 


Source Army AudA AgencyL 
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Appendix TV 


Supply Chain Management: Summary of 

Air Force Audit Agency Report 

Recommendations 





Report title, number, date 

Recommendations 


Adjusted Stock Levels (F2006-0010- 
FC4000, Septembers, 2006) 

The Director of Logics 
Readiness, Air Force 

a. Require Air Force personnel to delete all invalid adjusted stock 
levels identified in the audit. 


Deputy Chief of Staff for 
Installations, Logistics and 
Mission Support should: 

b. Establish procedures to improve adjusted stock level 
management. Specifically, revise Air Force Manual 23-110 to; 

• address ttie role of the Logistics Support Centers. Specifically, 
require Logistics Support Center personnel only approve base- 
initiated adjusted stoc^ levels with sufficient justification on the 

Air Force Forms 1996, maintain all Air Force Forms 1996, and 
initurte the revalidation process. 

• improve the revalidation process. Specifically, the guidance 
should contain the following controls: 

• a revalidation checklist detailing procedures logistics 
personnel should use to revalidate adjusted stock levels. 

• ensure personnel accomplish the revalidation every 2 years. 

• a requirement to use Air Force Form 1996 to establish each 
adjusted stock level (including MAJCOM-directed adjusted 
stock levels) and include a detailed justification of the adjusted 
stock level purpose and duration. 

Due Out To Maintenance Additives 
(F2006-0008-FC4000, August 22, 
2006) 

A.1. The Air Force Materiel 
Command Director of 
Logistics should: 

a. Direct air logistics center shop personnel to delete the invalid 
Credit Due In From Maintenance details identified by audit 
(provided separately). 



b. Establish procedures requiring an effective quarterly Credit 

Due In From Maintenance Reconciliation. Specifically. Air Force 
Manual 23-110, US Air Force Supply Manual, and Air Force 
Materiel Command instruction 23-130, Depot Maintenance 

Material Control, should require maintenance personnel to 
provide written documentation for each Credit Due In From 
Maintenance detail (i.e., supported by a “hole" in the end item). If 
such supporting documentation is not provided, require retai) 
supply personnel to delete the unsupported Credit Due In From 
Maintenance details. 



c. Develop training for air logistics center shop personnel 
regarding proper spare part turn-in and Credit Due in From 
Maintenance Reconciliation procedures. Specifically, the training 
should define the various ways to turn spare parts in, and the 
differerwes between each method, to include the impact of 
improperly turning in spare parts. In addition, proper Credit Due 

In From Maintenance Reconciliation procedures should be 
covered in depth to include training on what constitutes 
appropriate supporting documentation. 


A.2. The Air Force Materiel 
Command Director of 
Logistics should: 

a. Establish detailed procedures in Air Force Manual 23-1 1 0 on 
how an item manager should validate Due Out to Maintenance 
additives (i.e., what constitutes a Due Out To Maintenance 
additive, where the item manager can validate the additive, which 
priority backorders are associated with Due Out To Maintenance, 
etc.). 
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Appendix IV 

Supply Chain Management; Summary of Air 
Force Audit Agency S^ort 
Recommendations 


Focus area Theme Status of recommendations 

Requirements forecasting Management oversight Concurred, open 


Policy Concurred, open 


Requirements forecasting Management oversight 


Concurred, open 


Policy 


Concurred, open 


Planning 


Concurred, open 


Policy 


Concurred, open 
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Appendix TV 

Supply Chain Maoeigeraent: Summary of Air 

Force Audit Agency Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




b. Direct Warner Robins Air Logistics Center to rescind local 
policy allowing item managers to increase the Due Out To 
Maintenance additive quantity to account for install 
condemnahons. 



c. Issue a letter to item managers reemphasizing the requirement 
to document the methodology used to validate changes to Due 

Out to Maintenance additives, and retain adequate support for 
the Due Out To Maintenance additive quantity. 

Reparable Item Requirements - 

Condemnations 

(F2006-000&-FC4000, 

April 18, 2006} 

A.1. Air Force Materiel 
Command Directorate of 
Logistics and Sustainment 
personnel should update Air 
Force Materiel CommarKi 
Manual 23-1 , Requirements 

a. Include instruction on what information should be developed 
and retained to support estimated condemnation rates. The 
guidance should include maintaining documentation on key 
assumptions, facts, specific details, decision makers’ names and 
signatures, and dates of decisions so the condemnation 
percentage can be recreated. 


for Secondary item, to: 

b. Establish sufficient guidance to instruct equipment specialists 
on managing parts replacement forecasting. 

Specifically, develop a standardized method to plan for 
replacement part acquisition while phasing out the old parts. 

Shop Flow Time Data Accuracy 
(F2006-0004-FC4000. 

The Air Force Materiel 
Command Director of 

a. Correct the shop flow times for the 21 1 items with requirements 
discrepancies. 

December 2, 2005) 

Logistics and Sustainment 
should; 

b. Revise the process for computing shop flow times to adhere to 
DoD 4140.1-fl, which requires the removal of awaiting 
maintenance and awaiting parts times from requirements 
computations. 



c. Evaluate the D200A Secondary item Requirements System 
computer program to identify and correct the programming 
deficiencies adversely impacting the shop flow times 
computation. 



d. Complete the ongoing automation effort designed to eliminate 
manual processing errors. 

Supply Discrepancy Report Program 
(F2006-0003-FC4000, 

November 15. 2005) 

A,1 . The Air Force Deputy 
Chief of Staff, Installations 
and Logistics, should: 

a. Revise Air Force Manual 23-110 to: (1) Provide supply 
discrepancy report missing shipment procedures consistent with 

Air Force Joint Manual 23-215 guidance. (2) Establish supply 
discrepancy report dollar value criteria consistent with OoD 
4500.d-R guidance. 



b. Establi^ base supply personnel training requirements on 
supply discrepancy report procedures and communicate those 
requirements to the field. 


A.2. The Air Force Deputy 
Chief of Staff, installations 
and Logistics, should: 

Request Defense Logistics Agency comply with procedures 
requiring depot supply personnel inspect packages and submit 
supply discrepancy reports when appropriate. 

Readiness Spares Package 
Requirements (F2006'0002- 
FC4000, 

November 15, 2005) 

A.1. The Air Force Deputy 
Chief of Staff, ir\stallations 
and Logistics, should; 

a. Revise Air Force Manual 23-110 to (1) describe more 
thoroughly documentation requirements for data elements used 
to compute readiness spares package item requirements and (2) 
require all readiness spares package managers to attend training 
that includes an adequate explanation of data element 
documentation requirements. 
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Appendix IV 

Supply Chain Management: Summary of Air 
Force Audit Agency Report 
Recommendations 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, open 


Management oversight 

Concurred, open 

Requirements forecasting 

Policy 

Concurred, open 


Policy 

Concurred, open 

Requirements forecasting 

Process 

Concurred, open 


Process 

Concurred, open 


Management oversight 

Concurred, open 


Process 

Concurred, open 

Materiel distribution 

Policy 

Concurred, open 


Planning 

Concurred, open 


Management oversight 

Concurred, open 

Requirements forecasting 

Policy 

Concurred, open 
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Appendix IV 

Supply Chain Management: Summary of Air 

Force Audit Agency Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


b. Upgrade the Weapons System Management Information 

System Requirements Execution Availability Logistics Model to 
(1 ) accept mechanical data element transfers directly from other 
source systems and (2) prompt readiness spares package 
managers to input documentation notations supporting the 
rationale of changes in readiness spares package data elements. 

Depot Stock Level Days {F2006- 
0001-FC4000, 

November 9, 2005) 

A.1 . The Air Force Materiel 
Command Directorate of 
Logistics and Sustainment 
personnel should; 

a. Reduce ^e stock level day standard value from 10 days to 4 
days in ttie D200A Secondary Item Requirements System. 

b. Develop and implement an automated method in the Advanced 
Planning and Scheduling system to measure the actual order and 
ship time needed to replenish depot level maintenance 
serviceable stock inventories. 



c. Develop and implement an interim method to measure or 
estimate depot order and ship time until an automated method is 
dev^oped. 

Cargo Processing 
{F2005-0007-FC4000, 

July 14. 2005) 

A. 1 . The Deputy Chief of 
Staff, Installatior^sand 
Logistics, Directorate of 
Logistics Readiness should 
require the Oisthbution and 
Traffic Management Division 
to: 

a. Direct Transportation Management Office personnel to 
communicate to the consignors the cost and timing benefits to 
move shipments via door-to-door commercial air express carrier 
service v^hen eligible based on DoD and Air Force guidance. If 
the consignor refuses the cost-effective mode, require a waiver 
letter expressing the need to use the Air Mobility Command 
carrier. 



b. Develop criteria to allow consignors to adequately Identify 
priority requirements and assign appropriate priority designator 
codes when shipping assets via Air Mobility Command airlift. 

This criteria should be included in Air Force Instruction 24-201. 



c. Instruct Transportation Management Office personnel to 
properly review all shipping documentation to ensure ail required 
information is completed by the consignor prior to accepting 
cargo for movement to the Air Mobility Command aerial port. 

Mission Direct Additive 

Requirements 

(F2005-0006-FC4000. July 1 1 , 2005) 

A.1. The Air Force Materiel 
Command Director of 
Logistics and Sustainment 
should: 

a. Establish procedures to properly budget tor delayed 
discrepancy repair requirements by accounting for the eventual 
return and repair of unserviceable items in the 
requirements/budget process starting with the March 2005 
computation cycle. 



b. Deveiq? procedures or include an edit in the new system that 
flags additives and prompts the item manager to perform 
thorough reviews of additive requirements. 



c. Develop a process that requires program managers, item 
managers, and other applicable program directorate personnel to 
periodically review program and mission direct additive 
requirements to verify that duplication has not occurred. 


Page 128 


GAO-07-234 DOD's High-Risk Areas 





214 



Appendix IV 

Supply Chain Management; Somniar}’ 
Force Audit Agency Report 
Recommendations 

of Air 


Focus area 

Theme 

Status of recommendations 


Process 

Concurred, open 

Requirements forecasting 

Process 

Concurred, open 


Process 

Concurred, open 


Process 

Concurred, open 

Materiel distribution 

Management oversight 

Concurred, open 


Policy 

Concurred, open 


Management oversight 

Concurred, open 

Requirements forecasting 

Process 

Concurred, closed, implemented 


Process 

Concurred, open 


Process 

Concurred, open 
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Appendix IV 

Supply Chain Management: Summary of Air 

Force Audit Agency Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


d. inform ail item managers and air logistics center managers that 

H is an inappropriate use of mission direct additives to retain 
excess inventory or preclude contract terminations. Additionally, 
reiterate regulatory guidance delineating the approved process 
for retaining excess materiel and preventing contract 
terminations. 

Low Demand Item Requirements 
Computation Accuracy 

A.I. The Air Force Materiel 
Command Director of 

a. Direct item managers to correct erroneous requirements 
identified during this review. 

(F2005-0005-FC4000, 

March 18, 2005) 

Logistics and Sustainment 
should: 

b. Revise Air Force Materiel Command Manual 23-1 to clarify 
procedures for adjusting low demand item requirements. 
Specifically, ensure the guidance dearly states item managers 
may restore previously decreased requirements to their original 
level. 

Reparable Item Requirements - 
Repair Cycle Times 
(F2005-0004-FC4000, 

February 2, 2005) 

A.1. The Air Force Materiel 
Command Director of 
Logistics and Sustainment 
should: 

a. Direct item managers to correct ail erroneous requirements 
computations and related budgets identified during this review. 

b. Revise Air Force Materiel Command Manual 23-1 to correct 
guidance conflicts. Specifically, ensure the guidance only 
contains the correct standards requirements (3 days for base 
processing times and 10 days for reparable intransit times). 

Indenture Relationship Impact on 
Secondary item Requirements 
Computations 

A.1 . The Air Force Materiel 
Command Director of 
Logistics should revise Air 

a. Require item managers review and identify excess next higher 
assemblies that could be used to satisfy indentured Hem repair, 
as well as buy, requirements. 

(F2004-0006-FC4000, 

May 21, 2004) 

Force Materiel Command 
Manual 23-1 to: 

A.2. The Air Force Materiel 
Command Director of 
Logistics should: 

b. Provide specific procedures for item managers to follow to 
satisfy the indentured item buy and repair requirements. 

Revise training, and then train item managers to use Indentures 
system data to identify excess next higher assemblies that could 
be used to satisfy indentured item requirements. 


B.l. The Air Force Material 
Command Director of 

a. Require equipment specialists correct inaccurate indentures 
system data. 


Logistics should; 

b. Put^ish the draft guidance requiring equipment specialists 
ensure indentures system data accuracy. 



c. Train equipment specialists to maintain indentures system data 
accuracy. 

Contractor Assets and Price Controls 
(F2004-0005-FC4000, 

May 10, 2004) 

The Air Force Materiel 
Command Director of 
Logistics should: 

a. Collect the unserviceable parts identified during the audit from 
the contractors or adjust the price of those parts (FY 2000-2002, 
$238.9 million and estimated FY 2003, $79.6 million). 

b. Establish a mechanism to track the issue and return of parts 
issued to customers who subsequently provide those parts to 
contractors as prescribed in Air Force Manual 23-110, Volume 1, 
Pari 3. Chapter 7. 



c. Either revise the policy to issue parts to customers who 
subsequently provide those parts to contractors at standard price 
or develop a due-in-from-maintenance-like control to adjust the 
part's price if the unserviceable parts are not returned. 
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Appendix IV 

Supply Chain Management; Summary of Air 

Force AadiC Agency Report 

Recommendations 



Focus area 

Theme Status of recommendations 


Management oversight Concurred, closed, implemented 


Requirements forecasting 

Management oversight 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 

Requirements forecasting 

Management Oversight 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 

Requirements forecasting 

Management oversight 

Concurred, open 


Process 

Concurred, open 


Planning 

Concurred, open 


Management oversight 

Concurred, open 


Process 

Concurred, open 


Planning 

Concurred, open 

Asset visibility 

Process 

Concurred, open 


Management oversight 

Concurred, open 


Policy 

Concurred, open 
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Appendix IV 

Supply Chain Managements SmuTnary of Air 

Force Audit Agency Report 

Becommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Propulsion Requirements System 
Computation Accuracy (F2004- 
0003'FC4000, November 12 , 2003) 

A.1 . The Deputy Chief of 
Staff, installations and 
Logistics shoirid: 

a. Revise Air Force instruction 21-104 to require engine 
managers to input a foflow-on tasked unit into the requirements 
computation system as a single unit. 



b. Modify PRS software to compute spare engine needs based on 
the combined flying hours for toilow-on tasked units. 

Other War Reserve Materiel (F2003- 
0010-FC4000. May 2, 2003) 

A.1 . The Air Force Materiel 
Command Supply 
Management Division 
should: 

a. Implement corrective software changes to the Secondary Item 
Requirem^ts System and Central Secondary Item Stratification 
Subsystem systems to remove the Other War Reserve Materiel 
requirements from the Peacetime Operating Spares requirements 
and report Other War Reserve Materiel requirements separately. 



b. Implement interim procedures to remove Other War Reserve 
Materiel requirements from the Peacetime Operating Spares 
requirements and budget and report Other War Reserve Materiel 
requirements separately until they implement Recommendation 
A.1. a. 

Programmed Depot Maintenance 
Materiel Support 
{F2003-0008-FC4000. 

February 21. 2003) 

A.1. The Air Force Materiel 
Command Director of 
Logistics should: 

a. Direct maintenance management personnel to provide 
adequate oversight to ensure maintenance personnel turn in all 
aircraft parts to the Weapon System Support Center or courtesy 
Storage areas. 



b. Revise Air Force Materiel Command Instruction 21-130 
directing air logistics center Weapon System Support Center 
management to establish a supply inventory monitor to oversee 
maintenance work areas ensuring excess parts are turned in to 
Weapon System Support Center or courtesy storage areas. 


A, 2. The Air Force Materiel 
Command Director of 
Logistics should: 

Reemphasize the regulatory requirement (Air Force Materiel 
Command instruction 21-130) to the air iogistics center 
maintenance supervisors to assign a maintenance inventory 
control monitor to oversee the maintenance areas and ensure 
maintenance personnel tag and label all parts with the applicable 
aircraft number and the serviceability condition. 

Air Mobility Command Forward 

Supply System {F2002-0009- 
C06100. 

September 26, 2002) 

A.1 . The Army Materiel 
Command Director of 
Logistics should: 

Request that the Air Force Materiel Command Director of 

Logistics include Air Force Logistics Management Agency 

Stocking Policy 1 1 in the Readiness Base Leveling system to 
calculate C-S forward supply location spare parts stock levels. 


B. 1 . The Air Force Materiel 
Command Director of 
Logistics should: 

Instruct item manager specialists that Air Force Form 1996 is not 
required to maintain Army Materiel Command Forward supply 
secondary item requirements in the Secondary Item 

Requirements System. 

Asset Variance, 

(F2002-0008-C06200, 

A.1. The Air Force Materiel 
Command Director of 

a. Remove the D200A Secondary Item Requirements System 
automatic asset balance variance adjustment. 

September 18, 2002) 

Logistics should: 

b. Establish training requirements for air iogistics center 
personnel on how to research and resolve D200A Secondary 

Item Requirements System asset balance variances. 
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Appendix TV 

Supply Ch^ Management: Summary of Air 
Force Audit Agency Report 
Recommendations 


Focus area 

Theme 

Status of recommendations 

Requirements forecasting 

Poiicy 

Concurred, dosed, implemented 


Process 

Concurred, dosed, not implemented 

Requirements forecasting 

Process 

Concurred, closed, not implemented 


Process 

Concurred, dosed, implemented 

inventory management 

Management oversight 

Concurred, dosed, implemented 


Poiicy 

Concurred, dosed, implemented 


Management oversight 

Concurred, dosed, implemented 

inventory management 

Policy 

Concurred, closed, not implemented 


Management oversight 

Concurred, closed, Implemented 

inventory management 

Process 

Concurred, dosed, implemented 


Planning 

Concurred, closed, implemented 
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Appendix I\' 

Supply Chain Management: Summary of Air 

Force Andit Agency Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




c. Revise the Air Force Materiel Command Manual 23-1 to require 
that item managers defer an item's buy and/or repair requirement 
until reconciling any asset balance variance greater than a 
specified threshold (variance percent, quantity, and/or dollar 
value). 



d. Establish asset balance variance oversight procedures to verify 
item managers resolve asset balance variances. 

Air National Guard Small Arms 

Management 

(F2002-0005-C06100. 

May 20. 2002) 

A. 1 . The Air Nattonal Guard, 
Deputy Chief of Staff, 
Logistics, should: 

a. Address to subordinate units the importance of following Air 
Force equipment guidance related to small arms accountability, 
inventory, documentation, storage, and disposal, and the 
competitive marksmanship program. 



b. Request the Air National Guard Inspector General to include 
small arms accountability, inventory, documentation, storage, and 
disposal requirements as a special emphasis area in unit 
inspections. 


B.1 . The Air National Guard, 
Deputy Chief of Staff, 
Logistics, should: 

a. Direct all Air National Guard units revalidate small arms and 
conversion kit requirements using Allowance Standard 538. 

b. Recompute requirements (including M-1 6 conversion kits), 
reallocate small arms on-hand based on adjusted authorizations, 
and adjust requirements and requisitions, as needed, following 
the reallocations. 

Material Management Transition 
(F 2002 - 000 e-C 06200 . 

April 29, 2002} 

A.1 , The Air Force Materiel 
Command Director of 
Logistics should revise Air 

a. Transition gaining locations to have a training plan in place to 
ensure personnel are adequately trained before working asset 
buy and repair requirement computations. 


Force Manual 23-1 10 to 
include specific material 
management transition 
guidance. Specifically, the 
guidance should require: 

b. Air Force Materiel Command personnel to establish a transition 
team to monitor all stages of the transition, to Include ensuring 
personnel are adequately trained and providing additional 
oversigW over requirement computations worked by new item 
managers. 
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Appendix IV 

Supply Chain Management: Snmmary of Air 
Force Audit Agency Report 
Recommendations 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Inventory management 

Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Management oversight 

Concurred, dosed, implemented 


Process 

Concurred, closed, implemented 

Requirements forecasting 

Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Page 13& 


GAO<07-234 DOD^ High-Risk Areas 







221 


Appendix IV 

Supply Chain Management: Summary of Air 

Force Audit Agency Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 


Base-Level Reparable Item 
Transactions (F2002-0004-C06100. 
March 22, 2002) 

A.1. The Deputy Chief of 
Staff, Installations and 
Logistics, should; 

Revise Standard Base Supply System transaction processing 
procedures to automatically select special requisition Air Force 
routing identifier codes. 


B.1. The Deputy Chief of 
Staff, Insiailatiorrs and 
Logistics should: 

Issue guidance to base supply personnel reminding them of 
proper receipt transaction procedures. 


C.1. The Air Combat 
Command, Director of 
Maintenance and Logistics, 
should: 

Discontinue the automated transaction deletion program since 
the revised Standard Base Supply System procedures render the 
program obsolete. 


C.2. The Deputy Chief of 
Staff, Installations and 
Logistics should: 

a. Revise Air Force Manual 23-110 to direct working capital fund 
managers to input reversing entries that will correct erroneous 
transactions identified during monthly M01 list reviews. 



b. Direct all base supply working capital fund managers to: (1) 
Review the most current M01 list to evaluate the propriety of all 
transactions affecting the Purchases at Cost account. (2) Input 
reversing entries to correct any erroneous transactions identified 
during the M01 list review. This will correct all deficiencies, 
including those described in Results-A and Results-B. 

Air Force Reserve Small Arms 
Management (F2002-0001-C06100, 
January 2, 2002) 

A.1, The Air Force Reserve 
Command, Deputy Chief of 
Staff, Logistics, should: 

a. Address to subordinate units the importance of following Air 
Force equipment guidance related to small arms account^ility, 
inventory, documentation, storage, and disposal. 



b. Request the Air Force Reserve Command inspector General to 
include small arms accountability, inventory, documentation, 
storage, and disposal requirements as a special emphasis area in 
unit inspections. 


B.1. Air Force Reserve 
Command. Deputy Chief of 
Staff, Logistics, should; 

a. Request all Air Force Reserve Command units revalidate small 
arms and conversion kit authorizations using Allowance Standard 
538. 



b. Recompute requirements (including M-16 conversion kits), 
reallocate small arms on-hand based on recomputed 
authorizations, and adjust requirements and requisitions, as 
needed, following the reallocations. 

Unserviceable Secondary Item 

Control Activity Assets, (01062016, 
November 9, 2001) 

A.1. The Air Force Materia 
Command Director of 
Logistics should: 

Finalize and issue the revised Air Force Manual 23*110 requiring 
personnel to identify and timely return secondary items to the 
primary control activity. 


B.1. The Air Force Materiel 
Command Director of 
Logistics should; 

Finalize and issue the revised Air Force Manual 23-110 requiring 
personnel to research and validate credit due on repairable items 
returned to the primary control activity. 
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Appendix IV 

Supply Chain Management: Summary of Air 

Force Audit Agency Report 

Recommendations 


Focus area 

Theme 

Status of recommendations 

inventory management 

Process 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Management Oversight 

Concurred, closed, implemented 

inventory management 

Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred closed, implemented 


Process 

Concurred, closed, implemented 

Inventory management 

Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Source- Force Audi Agency 
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Appendix V 

Supply Chain Management: Summary of 
Naval Audit Service Report 
Recommendations 


Report title, number, date Recommendations 

1. Emphasize Chief of Naval Operations requirements that all ships 
malnfain proper inventory levels based on authorized allowances and 
demand history. 


2. Emphasize Chief of Naval Operations and Naval Supply Systems 
Command internal control procedures to ensure inventory levels in 
the Hazardous Material Minimization Centers remain within the 
authorized limits, and return material exceeding requisitioning 
objectives to the supply system. 

3. Emphasize Chief of Naval Operations requirements that ships 
requisition only hazardous materials authorized for shipboard use, 
and return unauthorized material to the supply system. 

4. Enforce Nava! Supply Systems Command requirements that 
ships prepare and submit Ship's Hazardous Material List Feedback 
Reports and Allowance Change Requests, whenever required. 

The Naval Supply 5. EstaWish an interface between authorized allowance documents 

Systems Command and the Type-^ecific Ship’s Hazardous Material List to ensure that 
should: hazardous material items authorized for shipboard use also have 

authorized allowance levels. 

6. Establish procedures to validate Hazardous Material Minimization 
Centers low and high inventory levels with those inventory levels in 
Relational Simply for the same items to ensure Hazardous Material 
Minimization Centers high limits do not exceed Relational Supply 
high limits. 

7. Establish procedures that require unissued hazardous material in 

the Hazardous Material Minimization Centers be counted as on-hand 
inventory before reordering Relational Supply stock. 

8. Develop and implement a hazardous materia! usage database 

that accumulates and retains data on supply system hazardous 
material ordered and used by the ship for use in planning future 
hazardous material requirements. 

9. Estat^i^ procedures to ensure that Enhanced Consolidated 
Hazardous Material Reutilization and inventory management 
Program Afloat Program technicians perform tasks in accordance 
with the Enhanced Consolidated Hazardous Material Reutilization 
and Inventory managem ent Program Afloat Program Desk Guide. 

10. Establish a working group to determine the feasibility for the 
development of ship-specific allowance-control documents for all 
items managed in the Hazardous Material Minimization Centers not 
already on an approved allowance list. 

The Office of the 11. Return the prohibited undesignated hazardous material items to 

Commander. U.S. Fleet the supply system for credit, 

Forces Command should: 


Hazardous Material Inventory 
Requirements Determination and 
Offloads on Aircraft Carriers and 
Amphibious Assault Ships (N2005- 
0027, February 17. 2005) 


The Office of the 
Commander, U.S. Fleet 
Forces Command should: 
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Appendix V 

Supply Chain Management: Snmmaiy of 
Naval Audit Service Report 
Recommendations 


Focus area 

Theme 

Status of recommendations 

Inventory management 

Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, dosed, implemented 


Management oversight 

Concurred, closed, implemented 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, open 


Process 

Concurred, closed, implemented 


Planning 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix V 

Supply Chain Manageioent: Summary of 

Naval Audit Service Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 



The Naval Sea S^tems 
Command, with the 
assistance of Naval 

Supply Systems 

Command should: 

12. Establish formal written guidance stating what system allowance 
list hazardous material is designated for and their current quantities 
allowed. Guidance should include requisitioning metrics that cross 
check hazardous material items against designated system designs 
as generated by Naval inventory Control Point and Naval Surface 
Warfare C«iter Carderock Division - Ship System Engineering 
Station, technical manuals, and one-time General Use Consumable 
List 



13. Clarify Naval Sea Systems Command Instruction 4441 .7B/Nava! 
Supply Systems Command Instruction 4441 .29A to measure the 
quality of hazardous material load outs instead of the quantity or 
percentage of hazardous material loaded on ships. 


The Office of the 
Supervisor of 

Shipbuilding, Conversion, 
and Repair Newport News 
should: 

14. OiscontiniK requisitioning aircraft cleaning, maintenance, and 
preservatirxi hazardous material for actual aircraft before Post 
Shakedown Availability. 



15. Establish formal written local procedures that require detailed 
support, justification, and audit documentation for system validation 
on all hazardous material requisitions received from ship personnel 
after Load Coordinated Shipboard Allowance List delivery. This 
support should indicate the specific system the item is required for 
and the document numbers for Preventative Maintenance Schedule, 
Maintenance Request Cards, Allowance Equipage List, Allowance 
Parts List, General Use Consumables List, and technical manuals. 

An Allowance Change Request should be included, if applicable. 



16. Use Outfitting Support Activity when requisitioning all hazardous 
material items for ship initial outfitting to minimize local procurement 
as required by the Navy Outfitting Program Manual of September 
2002. 


The Naval Supply 

Systems Command 
should: 

17. Enforce compliance with established guidance for material 
offloads to ensure a uniform use of DD Form 1348 documents 
among ships and the proper processing of Transaction item 

Reporting documents to ensure inventory accuracy. 



18. Update the Enhanced Consolidated Hazardous Material 
Reutilization and Inventory management Program Afloat Program 

Desk Guide to include specific requirements for the Enhanced 
Consolidated Hazardous Material Reutifization and Inventory 
management Program Afloat Program technician when offloading 
Naval Supply Systems Command-owned hazardous material. 

Aircraft Engine/Module Containers 
(N2004-0029, February 18. 2004) 

The Naval Inventory 
Control Point should: 

1. In coordination with Naval /^r Systems Command, update policy 
and procedures issued to field activities on managing and reporting 
aircraft engine/module container inventory. 



2. Require Fleet activities to provide a daily transaction item report 
of all intra-activity receipts and issues of engine/module containers to 
item managers. 



3. Establish controls to ensure containers are not procured in excess 
of requirements. 
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Appendix V 

Supply Chain Management Summary of 

Naval Audit Sn^ice Report 

Recommendations 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, closed, implemented 


Policy 

Concurred, open 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Management oversight 

Concurred, closed, implemented 

Policy 

Concurred, closed, implemented 


Inventory management 

Policy 

Concurred, closed, implemented 


Management oversight 

Nonconcurred, closed, implemented 


Management oversight 

Concun-ed, closed, implemented 
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Appendix V 

Snpply Chain Management; STimmary of 

Naval Audit Service Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 




4. Include the Aircraft Engine Container Program as an assessable 
unit in Naval Inventory Control Point’s Management Control Program. 


The Naval Air Systems 
Command should: 

5. Fulfy fund the engine/module repair container program in 
accordance with requirements generated by Naval Inventory Control 
Point 



6. Report any erigine/moduie containers costing $5,000 or more in 
the Defense Property Accounting System. 


The Naval inventory 
Control Point and Naval 

Air Systems Command 
should; 

7. Require Navai Aviation Depots. Aircraft Intermediate Maintenance 
Depots, and Fleet activities to perform periodic inventories of 
engine/moduie containers, and report the results to Naval inventory 
Conh'o! Point's item managers. 

The Norway Air-Landed Marine 
Expeditionary Brigade 
Prepositioning Program (N2003- 
0079, September 2, 2003) 

The Commandant of the 
Marine Corps should; 

1. Terminate the Norway Air-Landed Marine Expeditionary Brigade 
program. 



2. Prepare a comprehensive statement encompassing disposal 
costs, equipment condition, and status of outstanding procurements 
and repairs of the excess onhand ground equipment and supplies, 
and identify Norway Air-Landed Marine Expeditionary Brigade 
program items that would satisfy outstanding procurements and 
repairs for fiscal year 2003 and the out years. 



3. Cancel the planned modernization procurements associated with 
the replacement of Norway Air-Landed Marine Expeditionary 

Brigade equipment, subject to negotiated termination costs for one of 
the six modernization projects. 



4. Cancel all procurements that replenish Norway Air-Landed Marine 
Expeditionary Brigade preposition inventory shortages. 

Department ol the Navy Aircraft 
Engine and Component 
Requirements Determination 
Process (N2003-0041 , April 29, 
2003) 

The Deputy Chief of Naval 
Operations, Warfare and 
Requisitions Programs 
should; 

1. Perform analyses to establish validated engine readiness 
requirements, incorporate ready-tor-training engine readiness rates 
for training aircraft engines, and establish separate requirements for 
different categories of aircraft (such as combat, support, and 
training). 



2. Formally document the engine requirements and supporting 
ration^e in Department of the Navy guidance. 


The Deputy Chief of Naval 
Operations, Fleet 
Readiness and Logistics 
should: 

3. Coordinate with Naval Inventory Control Point and Naval Air 
Systems Command to require more realistic parameter inputs to the 
Retail Inventory Model for Aviation while encouraging engine 
maintenance strategies that will ultimately reduce turn around time 
and increase reliability (mean time between removal). 



4- issue written guidance to assign responsibility for calculating 
engine war reserve requirements and the need to compute additional 
war reserve engine/module requirements. 


The Deputy Chief of Naval 
Operations, Warfare 
Requirements and 
Programs should; 

5- Adjust out-year F414-GE-400 engine and module procurement 
requirements (to be retiected in the President’s 2004 Budget) to 
agree with Naval inventory Control Point's revised Baseline 
Assessment Memorandum 2004 requirements. 
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Appendix V 

Supply Chain Management: Summary of 

Nava] Audit Service Report 

Recommendations 


Focus area 

Theme 

Status of recommendations 


Management oversight 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Management oversight 

Concurred, open 


Management oversight 

Concurred, closed, implemented 

inventory management 

Process 

Nonconcurred, closed, implemented 


Process 

Nonconcurred. closed, implemented 


Process 

Nonconcurred. closed, implemented 

Process 

Nonconcurred, closed, implemented 


Requirements forecasting 

Process 

Concurred, closed, implemented 


Process 

Partially concurred, closed, implemented 


Process 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Process 

Concurred, closed, implemented 
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Appendix V 

Supply Chain Man^ement: Summary of 

Naval Audit Service Report 

Recommendations 

(Continued From Previous Page) 

Report title, number, date 

Recommendations 



The Commander, Naval 
Inventory Control Point 
should: 

6. Reiterate Secretary of the Navy policy that documentation 
supporting official Baseline Assessment Memorandum submissions 
be retained for no less than 2 years. 


The Deputy Chief of Naval 
Operations, Fleet 
Readiness and Logistics 
should: 

7. In coordination with Deputy Chief of Nava! Operations, Warfare 
Requirements and Programs, establish policy and adjust the 
procurement strategy for F414-GE-400 engines and modules to 
procure (based on current audit analyses) approximately 30 percent 
whole engines and 70 percent separate engine modules and thereby 
improve the engine/module repair capability. 



8. Issue guidance requiring Naval Air Systems Command to 
determine, and annually reevaluate, the engine-to-moduie 
procurement mix for the F414-GE-400. 


The Commander, Naval 

Air Systems Command 
should: 

9. Reduce out-year AE1107C spare engine procurement by 12 
(changed to 8 after receipt of management comments) through fiscal 
year 2008. 



10. Adhere to the Chief of Naval Operations-approved model (Retail 
Inventory Model for Aviation) for calculations of spare engine 
requirements. 


The Deputy Chief of Naval 
Operations, Warfare 
Requirements and 
Programs should: 

1 1 . Adjust planned out-year Aircraft Procurement. Navy-6 (APN-6) 
procurement requirements to reduce the quantities of T700-401 C 

Cold and Power Tuitiine Modules by 1 0 each. 

Marine Corps Equipment 
Deployment Planning (N2002- 
0054, June 12. 2002) 

The Commandant of the 
Marine Corps should: 

1 . Validate the Time-Phased Force Deployment Database 
equipment requirements and determine how the Marine Corps will 
source (make available) the equipment required and determine if the 
equipment required is on the unit’s table of equipment. 



2. Evaluate the Asset Tracking Logistics and Supply System ll-i' to 
determine if it adequately meets user needs and, if not, take 
sufficient action to correct identified deficiencies. 



3. Perform onsite technical assessments to determine the extent of 
required maintenance/repair. 



4. Provide dedicated organic or contract resources to reduce 
maintenance backlogs. 



5. Establish an acceptable level of noncombat deadline equipment 
relative to the total combat deadline equipment and total equipment 
possessed and report outside the unit to the Marine Expeditionary 
Force commander. This would help ensure that the extent of 
nonmajor maintenance/repair requirements receives appropriate 
visibility and support requests for resources to reduce maintenance 
backlogs. 
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Appendix V 

Supply Chain Management; Summary of 

Naval Audit Ser\ice Report 

Recommendations 


Focus area 

Theme 

Status of recommendations 


Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Policy 

Concurred, closed, implemented 


Process 

Partially concurred, closed, implemented 


Process 

Partially concurred, closed, implemented 


Process 

Concurred, closed, implemented 

Requirements forecasting 

Process 

Concurred, closed, implemented 


Management overeight 

Concurred, closed, implemented 


Process 

Nonconcurred, closed, implemented 


Process 

Concurred, closed, implemented 


Process 

Concurred, open 


Swce Navel AuiM Service 
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Appendix VI 

Supply Chain Management; Summary of 
Non-audit Organization Report 
Recommendations 


Report title, 
author, date 

Recommendations 


Focus area 

Theme 

Defense Science 

Board Summer Study 
on Transformation: A 
Progress Assessment, 
Volume 1 

Office of the Under 
Secretary of Defense 
For Acquisition, 
Technology, and 
Logistics {February 
2006) 

The Secretary of 
Defense should: 

Create a Joint Logistics Command: 

• Responsible for global end-to-end supply chain, 

• That includes the U.S. Transportation Command mission, 
Defense Logistics Agency, service logistics and 
transportation commands as components to Joint Logistics 
Command with: 

• Regional Combatant Commanders retaining operational 
control of the flow of In-theater logtstics; and 

• Program managers retaining responsibility for lifecycle 
logi^ics support plan and configuration control. 

All focus 
areas 

Management 

oversight 


The Under 
Secretary of 
Defense for 
Acquisition, 
Technology, and 
Logistics should: 

• Lead the work to create an integrated logistics information 
system. 

• Appoint an external advisory board of relevant industry 
experts to assist in guiding this effort. 

All focus 
areas 

Management 

oversight 


Sustainment of Army 
Forces in Operation 
Iraqi Freedom 

Major Findings and 
Recommendations 
RAND (2005) 


Specific 

recommendations 
made for tactical 
supply, theater 
distribution, 
strategic 
distribution, 
national- and 
theater-level 
supply, and 
command and 
control. 

Overarching 

recommendations: 


Supply chain planning needs to be better integrated with a Distribution Processes, 

common supply chain vision. performance 

• The newly designated distribution process owner (U.S. tracking 

Transportation Command), in concert with the Army, the 

other services, and the Defense Logistics Agency, should 
develop and promulgate a common vision of an integrated 
supply chain. The complementary, not redundant roles, of 
each inventory location, distribution node, and distribution 
channel should be defined. 

• Every joint logistics organization should examine and refine 
its processes to ensure detailed alignment with this vision. 

Review doctrine, organizational designs, training, 
equipment, information systems, facilities, policies, and 
practices for alignment with the supply chain vision and 
defined roles within the supply chain. 

• The assumptions embedded within the design of each 
element of the supply chain with regard to other parts of the 
supply chain should be checked to ensure that they reflect 
realistic capabilities. 

• Improve the joint understanding of the unique field 
requirements of the services. Likewise, the services need to 
understand the Defense Logistics Agency, the U.S. 

Transportation Command, and the General Services 
Agency processes and information requirements, as well as 
those of private-sector providers. 

• Metrics should be adopted to maintain alignment with the 
vision. 
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Appendix VI 

Supply Chain Management: Summary of Non- 
audit Organization Report Becommendadons 

(Continued From Previous Page) 

Report title, 
author, date 

Recommendations 

Focus area 

Theme 


• Logistics information systems need adequate levels of 
resources to provide non-tine-of-sight mobile 
communicatioris and effective logistics situational awareness 
in order to make new and emerging operational and logistics 
concepfo feasit^. 

Distribution 

Planning 


« Deliberate and contingency (banning should include 
improved consideration of the logistics resource 
requirements necessary to execute sustained stability and 
support operations. 

Distribution 

Planning 


• Resourcing processes should consider uncertainty and 
implications of capacity shortages. 

• The flexibility of financial and resource allocation processes 
to rapidly respond to the need for dramatic changes in 
fogistics capacity that sometimes arises from operational 
forecast error should be improved. 

• Logistics resource decisions should more explicitly consider 
how much buffer capacity should be provided in order to 
handle typical operational and demand variability without 
the development of large backlogs. 

Distribution 

Planning 


« Joint training should be extended to exercise the entire 
logistics system. 

• The Army should review all wartime and contingency 
processes from the tactical to the national level to 
determine which are not exercised in training with ail 
requisite joint organizations participating. Such processes 
range from setting up tactical logistics information systems 
to planning a theater distribution architecture to determining 
national level spare parts distribution center capacity 
requirements. 

• Review which tasks and processes do not have adequate 
doctrine and mission training plans. 

Distribution 

Processes 


• Planning tools and organizational structures need to better 
support expeditionary operations. 

• Automation should more effectively support the 
identification of logistics unit requirements to support a 
given operation. 

• Unit "building bfocks” should be the right size and modular 
to quickly and effectively provide initial theater capabilities 
and then to focilitate the seamless ramp-up of capacity and 
capability as a deployment matures. 

Distribution 

Planning 
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Appendix VI 

Supply Chain Management: Summary of Non- 
audit Organization Report Recommendations 

(Continued From Previous Page) 

Report title, 
author, date 

Recommendations 


Focus area 

Theme 

Logistics 

Transformation: Next 
Steps to 

Interoperability and 
Alignment 

Lexington Institute 

Conclusions and ' 

recommendations 

fall into three 

categories: 

programmatic, 

constructive, and 

operational. 

• Existing funding mechanisms act as disincentives for joint 
logistics transformation and interoperability. If interoperability 
is important to transformation, the Office of the Secretary of 
Defense must fund it adequately and specifically, not just the 
component systems and organizations being integrated. 
Services and agencies will be reluctant to act against their 
own fineincial interest. 

Ail focus 
areas 

Management 

oversight 

(July 2005) 

Programmatic 
conclusions and 
recommendations 
include; 

• Title 10 can be used to prevent joint logistics transformation 
and interoperatNlity, and needs clarification, if a Logistics 
Command is creat^, Title 10 may need to be amended. 

Ail focus 
areas 

Policy 


• Expanded Office of the Secretary of Defense leadership 
(beyond technical standardization) for joint logistics 
transformation is necessary to effect change. The Logistics 
Systems Modernization office efforts to realign business 
processes and to prioritize rapid retjrn on investment 
initiatives are a go^ start and can be expanded. 

Ail focus 
areas 

Management 

oversight 
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Appendix VI 

Supply Chain Management: Summary of Non- 
audit Organization Report Recommendations 


(Continued From Previous Page) 

Report titte, 

author, date Recommendations Focus area Theme 


A 4'Star Combatant Command - U.S. Logistics Command - All focus 
in charge of logistics needs to be created, following the areas 
example of the U.S. Strategic Command. The responsibilities 
and enforcement powers this Logistics Command may be 
significantiy different than tte U.S. Strategic Command 
model and require clear specification. Some responsibilities 
that this Command could undertake include: 

• Defining the distribution authorities, scenarios, business 
processes and process ownership at the “hand-off” from 
U.S. Transportation Command distribution to services 
distribution. 

• Developing doctrine and implementing joint business 
processes and rules for logistics interoperability between 
services, prioritizing known problem and conflict areas, and 
assigning ownership of business processes across the 
broader Supply Chain Operations Reference-defined 
supply chain. 

• Identifying budget requirements for logistics interoperability, 
and requiring logistics interoperability to be adequately 
funded and planned as part of the acquisition process of 
any logistics systems. 

• Accelerating interoperability testing of all Global Combat 
Support System implementations both within and across 
services and agencies, with a spiral development 
methodology. 

• Coordinating and communicating various isolated ongoing 
efforts in defining togistics Extensft^ie Markup Language 
schema, business processes, databases, published web 
services and other joint logistics projects, with the 
Integrated Data Environment and Enterprise Resource 
Planning programs underway in the services and agencies. 

Where conflicts, redundancies or gaps are identified, the 
US. Logistics Command may function as an “honest 
broker” to develop an interoperable solution, or as a 

“sheriff" to enforce an interoperable solution. 


Management 

oversight 
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Appendix VI 

Supply Chain Management: Summary of Non- 
audit Organization Report Recommendations 


(Continued From Previous Page) 

Report title, 

author, date Recommendations Focus area Theme 

Constructive • A single logistics business process modeling needs to be All focus Processes 

conclusions and created as a common reference, with the understanding that areas 
recommendations the modeling effort wNl be descriptive rather than 
include; prescriptive, due to Services' autonomy and the need to 

continue migrating legacy systems and building new logistics 
capability. Since all Services, Agencies and the Office of the 
Secretary of Defense are emplo^ng the Supply Chain 
Operations Reference Model for logistics, some degree of 
commonality should already exist, if the process modeling 
effort can build on existing U.S. Transportation 
Command/Defense Logistics Agency business process 
models, and incorporate business prcx:ess models from each 
of the Services, it may be available earlier and used more 
effectively. A “greenfield" effort may have limited utility and 
never get beyond the requirements stage. Efforts to align 
logistics data are underway within the Joint StaH Logistics 
Directorate, and in the ongoing U.S. Transportation 
Command/Defense Logistics Agency modeling. The 
touchpoints between these alignment efforts and the actual 
Enterprise Resource Planning implementations within the 
services and joint agencies could be expanded. A variety of 
'1o-be” logistics business process models must be generated 
to meet the requirements of varying future war fighting 
scenarios. For etample, loss of space assets or enemy use 
of electromagnetic pulse will create significant constraints on 
logistics interoperability, and contingency business 

processes should be designed for those scenarios. 

« The logistics business process must be defined from end'to- All focus Processes 
end at the DOD level, and then Services and Agencies must areas 
assess how they will or will not align with those processes. 

Alignment, interoperability and jointness are consensus 
goals for system development, but some Service decisions 
not aligned with spedfic DOD level processes may provide 
net benefits and increase the robustness of the overall 
logistics System of Systems (the federated supply chain, or 
loosely-coupled approach). The ongoing questions that the 
U.S. Logistics Command will address are these: Should the 
default state for interoperability be alignment, with non* 
alignment developed as a scenario-based exception? Or 
should the default state for interoperability be non-alignment, 
with occasional moments of alignment (specific data feeds of 
a finite duration)? 

Operational • Some form of charter or statutory legislation is needed to All focus Policy 

conclusions and prevent joint logistics transformation from backsliding into areas 
recommendations non-interoperable organizations and systems, when 

include: leadership changes. 


Change management for joint logistics needs to be All focus Management 

resourced specifically, in addition to current resources for areas Oversight 

logistics transformation within services and joint agencies. 
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Appendix VI 

Sapply Chain Management: Summary of Non- 
audit Organization Report Recommendations 



(Continued From Previous Page) 




Report title, 
author, date 

Recommendations 


Focus area 

Theme 

Beyond Goidwater- 
Nichols; U.S. 

The Beyond < 

Goldwater-Nichols 

• Fuse the logistics and transportation functions into an 
integrated U.S. Lo^stics Command. 

All focus 
areas 

Management 

overnight 

Government and 
Defense Reform for a 
New Strategic Era - 
Phase 2 Report 

Center for Strategic 
and Internationa! 
Studies (July 2005) 

study team 
recommends: 

■ Implement the Beyond Goldwater-Nichols Phase 1 
recommendation to merge much of the Joint Staff Directorate 
of Logistics with its Office of the Secretary of Defense 
counterpart, the Deputy Under Secretary of Defense 
(Logistics & Material Readiness) into an office that reports to 
both the Under Secretary for Technology. Logistics, and 
Acquisition Policy. 

All focus 
areas 

Management 

oversight 

Evaluating the 

Security of the Global 
Containerized Supply 
Chain 

RAND (2004) 

Three < 

recommendations 
suggest three 
complementary 
paths for improving 
the security of the 
global container 
supply chain white 
maintaining its 
efficiency; 

• The public sector should seek to bolster the fault tolerance 
and resilience of the global container supply chain. 

• The closure of a major por l-for whatever reason-would have 
a significant effect on the U.S. economy. The federal 
government should lead the coordination and planning for 
such events for two reasons. First, the motivation of the 
private sector to allocate resources to such efforts is 
subject to the market teiiures of providing public goods. 
Second, the government will be responsible for assessing 
security and for decisions to close and reopen ports. 

Distribution 

Policy 



■ Security efforts should address vulnerabilities along supply- 
chain network edges. 

• Efforts to improve the security of the container shipping 
system continue to be focused on ports and facilities 
(although many ports around the world still failed to meet 
International Ship and Port Security Code guidelines even 
after the July 1, 2004, deadline.) Unfortunately, the route 
over which cargo travels is vast and difficult to secure. 
Measures to keep cargo secure while it is en route are 
essential to a comprehensive strategy to secure the global 
container supply chain. 

Distribution 

Planning 



' Research and development should target new technologies 
for iow-cost, high-volume remote sensing and scanning. 

• Current sensor technologies to detect weapons or illegal 
shipments are expensive and typically impose significant 
delays on the logistics system. New detection technologies 
for remote scanning of explosives and radiation would 
provide valuable capabilities to in^rove the security of the 
container shipping system. 

Distribution 

Planning 
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Supply Chain Man^ement: Summary of Non- 
audit Organization Eeport Recommendations 


(Continued From Previous Page) 




Report title, 
author, date 

Recommendations 


Focus area 

Theme 

Final Report: Intra- 
Theater Logistics 
Distribution in the 
CENTCOM AOR 

Army Science Board 
FY2004 Task Force 

Specific 

recommendations 
made for theater 
opening and 
logistics 
operations, 
Deployment 

• Doctrine and structure; 

• Codify in joint doctrine the distinction between joint theater 
level togisbcs and Army/Land component logistics 
requirements and the need for a join! theater-level logistics 
commander. 

• Document a Joint Theater Sustainment Command and 
assign to Combatant Commands. 

All focus 
areas 

Management 

oversight 

(October 2004) 

Distribution 
Operation Center, 
Radio Frequency 
Identification and 
in-transit visibility 

• Implement useful practices of other services. 

All focus 

areas 

Processes 


• Don't preclude early use of Logistics Civilian Augmentation 
Program. 

All focus 

areas 

Processes 


■ Complete athorough business-based cosVbenefit analysis of 
Radio Frequer>cy Identification before spending more money 
on it. 

All focus 
areas 

Planning 

Objective Assessment 
of Logistics in Iraq 

Deputy Under 
Secretary of Defense 
(Logistics and Materiel 
Readiness) and Joint 
Staff (JSJ4) 

Sponsored 

Assessment to Review 
the Effectiveness and 
Efficiency of Selected 
Aspects of Logistics 
Operations During 
Operation Iraqi 
Freedom (March 

2004) 

Summary of 
recommendations: 

• Make directive authority for the Combatant Command real. 

Joint doctrine must: 

• Be prescriptive in its language, purging words like “shoulcT 
and “attempt” and replacing them with specific direction. 

• Be joint and comprehensive. It must explicitly address the 
joint organizational structure and staffing, develop and 
institutionalize joint processes and procedures, and 
specifically require, not assume, the necessary 
communications infra^ructure and information tools to 
support this \4sion. 

• Support an expeditionary logistics capability to enable rapid 
deployment and sustainment of flexible force structures in 
austere theaters around the globe. 

« Reconcile with the emerging concepts of net-centric warfare 
and sense and respond logistics, balancing past lessons 
with the needs for the future. Joint doctrine must be based 
on today’s capabilities, not tomorrow's promises. 

• Continue to identify the combatant commander as the locus 
of control for logistics in support of deployed forces, and 
specify the tools, forces, processes, and technologies 
required from supporting commands. 

Distribution 

Management 

oversight 
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Supply Chain Management: Summary of Non- 
audit Organization Report Recommendadons 


(Continued From Previous Page) 

Report title, 

author, date Recommendations Focus area Theme 

« Develop a true expeditionary logistics capability. Distribution Planning 

• Develop lo^stics systems able to support expeditionary 
warfare. Logistics systems must be designed, tested, and 
developed to support a mobile, agile warfighter. 

• Logistics capabSities need to be native to an expeditionary 
unit ioT swift and agile deployment The people, equipment, 
and systems that accompany th^e small, cohesive units 
must be aUe to integrate data within the services and 
commands as well as among the coalition partners. 

• Logistics communications planning and infrastructure are 
an inte^al part of any operation, and must be robust, fully 
capable, ar^ deploy^le in both austere to developed 
environments. Planning and development of the required 
infrastructure must consider the issues of bandwidth, 
mobility, security and aggregation of logistics data. 


Retool the planning processes. Distribution Planning, 

• A follow-on replacen>ent for the current Time-Phased Force Processes 

and Deployment Data /Joint Operation Planning and 

Execution System process is required, with the necessary 
improvements in task structures and planning speed. This 
process should directly drive sustainment planning, 
including acquisition and distribution decisions. 

• The challenge of requirements identification and fulfillment 
in a deployed environment is a joint challenge. Planning 
tools must be developed that recognize and fuse the 
consumption of materiels and fuHiilment of warfighter 
requirements across the joint force. 

• The speed and flexibility of future operations demand that a 
closer and more dynamic relationship be developed with 

suppliers in the industrial base and prime vendor partners. 


Create an integrated theater distribution architecture Distribution Planning 

• Theater distribution capability must be embedded in a 
permanent organization within the theater or at least rapidly 
deployable to any global location. The balance of reserve 
forces and the implications of the activation cycle must be 
considered in the development of this organizational 
structure and manning. 

• The need for a joint in-theater distribution cross dock, 
staging, and break-bulk operation must be explicitly 
recognized in every Combatant Command Area of 
Responsibility. Rapid maneuver and task reorganization 
precludes a 100% “pure pallet" shipment. Retrograde and 
reverse logistics capabilities must also be embedded. 

• Leadership must recognize that tiie growth and 
development of “joint logisticians” who can operate and 
lead effectively in the theater environment will take time and 
effort, potentially altering established career progression 
plans. 
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Supply Chain Management.' Sununary of Non- 
audit OrganizalioB Report Becominendations 


(Continued From Previous Page) 

Report title, 

author, date Recommendations Focus area Theme 

• Resolve the technology issues. Distribution Processes 

• Rationa^ze iogishcs systems. Current battlefield and 
deployment realities include the existence of multiple 
systems for logistics support. DOO must complete and 
deploy an integrated architecture, including operational, 
systems, technical, and data elements to streamline the 
systems capabilities to the joint warfighter, and manage the 
portfolio of systems to eliminate those that cannot support 
the future state. 

• Create visibility within logistics and supply systems that 
extends to the tactical units. Today’s wartighting mission 
includes mobile expeditionary engagements. Support 
systems need to include the ability to communicate and 
synchronize with rear support units and systems 24 hours a 
day, 365 days a year in both austere and developed 
environments. 

• Ensure communications capability and availability for 
logistics, the environment. Logistics is an information- 
intensive function with constant requirements for updated 
information. Logistics support planning needs to include 
communications-level planning and should be completed 

before deployment. 

• Development of the foundational role of the Distribution Distribution Planning, 

Process Owner. Processes 


The Distribution Process Owner concept must be 
implemented swiftly and should recognize the potential 
resource requirements in the near- and mid-term to 
complete this task. This is a necessary first step, 
addressing distribution challerrges, and should facilitate the 
establishment of an integrated, end-to-end logistics 
architecture, eliminating the confederation of stovepipes. 
Financial and transactional systems should not be a 
hindrance to going to war: They must be designed so that 
the transition from peace to war is seamless; the ability to 
employ these systems in a deployed environment must take 
precedence over garrison requirements. More emphasis 
needs to be placed on managing retrograde and 
repairables. 

Processes must be synchronized and integrated across the 
stovepipes. 
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Sapply Chain Management: Summary of Non- 
audit Organization Report Eecommendadons 


(Continued From Previous Page) 

Report title, 
author, date 

Recommendations 


Focus area 

Theme 



» Synchronize the chan: from Continental United States to 
Area of Responsibility. 

• Capacities across the distribution nodes and distribution 
links, and across the entire logistics network but particularly 
in theater, must be reviewed, understood, and actively 
managed. The ability to determine and manage practical 
and accurate throughput capacities for air and seaports, 
along with an understanding of the underlying commercial 
infrastructure is essential to future planning. The ability to 
evaluate possible scenarios for ho^ nation support is also 
critical. 

Distribution 

Processes 



• Deploy Performance Based Logistics agreements more 

comprehensively. 

• Standardize Performance Based Logistics implementation, 
implementation of Performarx^ Based Logistics must 
become more standard to prevent confusion with other 
contractor support services and activities. To the extent 
possible, common metrics and terms must be developed 
and applied. 

• Implement Performance Based Logistics across total 
weapons systems. 

• Support broad end-to-end application. Much integration and 
synchronization is required to ensure full system 
synchronization of performance metrics but the end 
capability of tracking total system performance to both cost 
and “power by the hour” is a significant potential 
advancement in warfighter support. 

Distribution 

Processes, 

performance 

tracking 



> Make Radio Frequency Identification real. 

• Extend Radio Frequency Identification to the warfighter. 
Asset tracking system capabilities, infrastructure, and 
support must extend to the farthest reaches of the logistics 
supply chain, even in austere environments. 

Asset 

Visibility 

Planning 

TRANSCOM-DLA 

Task Group 

Defense Business 
Practice 

Impiementation Board 
(June 17, 2003) 

The task group < 

developed 3 
summary 
recommendations: 

• Do not combine U.S. Transportation Command and Defense 

Logistics Agency. 

• Roles, missions and competencies of the two organizations 
are too diverse to create a constructive combination. 

• Organizational merger would not si^ificantly facilitate 
broader transformational objectives of supply chain 
integration. 

« Both organizations perform unique activities/functions in the 
supply chain. The real problem is not that the two 
organizations are separate, but that their activities are not 
well integrated. 

Distribution 

Management 

oversight 
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Supply Chain Management: Summary of Non- 
audit Organization Report Recommendations 


(Continued From Previous Page) 

Report title, 

author, date Recominendations Focus area Theme 

« Elevate leadership for Department of Defense global All focus Management 

supplies chsun integration. areas oversight 

• Designate a new Under Secretary of Defense for Globa! 

Supply Chsun Integration reporting directly to the Secretary 
of Defense. 


• Ensure the Global Supply Chain Integration is a civilian with 
established credibility in the field of supply chain 
management. 

• Establish the Global Supply Chain Integration's 
appointment as a fixed term for a minimum of 6 years. 

• Direct the U.S. Transportation Command and the Defense 
Logistics Agency to report to Global Supply Chain 
Integration. 

• Create a working relationship for the Global Supply Chain 
Integration with the Chairman of the Joint Chiefs of Staff. 

• Build the Global Supply Chain Integration's staff from 
existing staffs in the Office of the Secretary of Defense, the 
U.S. Transportation Command, and the Defense Logistics 
Agency. 

Empower a Global Supply Chain Integrator with the required All focus Management 

authority and control to effect Integration. The Global Supply areas oversight 

Chain Integrator should be granted authority to: 

« Build end-to-end integrated supply chains through the 
establishment of policies and procedures. 

• Enable privatization and partnering with global commercial 
distributors. 


• Oversee program management decisions related to major 
systems vendor support. 

« Estabiish/authorize organizations and processes to control 
flow during deployment/wartimo scenarios. 

• Control budgetary decisions affecting the U. S. 

Transportation Command, the Defense Logistics Agency, 
and the distribution budgets of the services. 


Soufce Detense So«ne« Board. RANO. Lcoingion insMuie. C«n*w for Siraiegic and fniemaiionai Studies, Arm/ Science Board FV2004 
Task rorce. Depuiy Under Secretary ol Defense and Joeu Staff, Defense Business Practice Implementation Board 
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Appendix VII 

Comments from the Department of Defense 



OEPurv Under sccretahv or defense for 
Logistics and Materiel Readiness 
3500 DEFENSE PENTAGON 
WASHINGTON DC 2D30I-3S0O 


JanitaCT 9, 2007 


Mr. William Solis 

Director, Defense Capabilities and Management 
U.S. Govenunent Accountability Office 
Washington, DC 20548 

Dear Mr. Solis; 

This is the Depantneni of Defense (DoD) response to the GAO draft report 
OAO'07-234, “DOD’S HICiH-RJSK AR£AS: Progress Made Implementing Supply 
Chain Management Recommendations. But Full Extent of Improvement Unknown,” 
dated November 29. 2006 (GAO Code J5078fl)- The 0 AO draft report recommends that 
DoD complete its logistics strategy and develop and implement outcome-focused 
performance metrics and cost ni^cs for supply chain management. The DoD concurs 
Tvith both recommendations I and 2 in the report. 

Detailed comments on the draft report ^commendations are included in the 
enclosure, the DoD appreciates (he opportunity (o comment on the draft report. 



Enclosure: 
As stated 


o 
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Comments from the Department of Defense 


GAO DRAFT REPORT - DATED NOVBMra;R 29, 200fi 
GAO CODE 3S0788/GAO^-234 

**DOD’5 HIGH-RISK AREAS: Progress Made Imi^anetitfog Supply Cbaln 
MsB^ctnent Reconmeodatloas, Bwl FdD Extent of baprovement Uofcaown'* 

DEPARTMENT OF DEFENSE COMMIKTS 
TO THE RECOMMENDATIONS 


RECOMMENDATION 1 ; The GAO recomiDcnds (ha( ihe Secretary of Defease direct 
the (Joder Secretary of Defense for Acqaisjtioa, Technology, and Logistics to cmapieie 
the developOMnt of a compreheasive, ioiegraled logisikg strategy that is aligisd with 
odier Defense business mnsformation effotts. including the Enieiprise TtansidoD Plan. 
To facilitate completioo of the tiiaiegy, DoD should establi^ a speciAc target date for 
its comfdetion. Further, DoD ibotild lalce stq» as appropri^ to easuft the suf^ly 
chain managetnent improvement plan and ccmpooect-Ievel logistics plans are 
synchronized with the Departmeu's overall logistics strategy. (Pages 1 8-19/OAO 
Draft Report) 

DOD R F.SPONSE; Concur. The DoD logistics strategy is underway and is aligned 
with other Defease Iwsiaess iransfonniHioD ei^ns, including dte Enterprise Transition 
Plan. The ODUSD(UtMR) and the Joint Staff, 14, axe currently in the process of 
completing a logistics portfolio ksi case. This test case will ensutt the appropriate 
capabilities are coDsidered in conpletion of (be logistics strategy. The test case is 
estimated to be complete in the Spring 2001 and the logistics strategy has an estimated 
conipletioa date of d mooibs affer compiciioa of the teat case. 

RECOMMENDATION 2 : The OAO recoaBneodx that the Secretary of Defease direct 
(he Uader Secretary of Defease for Acquisiiioa, Techoolc^y, and Lorries to develop, 
impiemeni, and tnooitor outcome-focused perfomiaoce and cost metrics for alt the 
individual initiatives in the suj^y chain managemeu iiDprovement plan as well as for 
iho plan's focus areas of te({uireoie(iu forecasting, asset visibility, and materiel 
disoibution. (Page !8-i9/CAO Draft Report) 

POP RR-SPONSE ; Concur. The DoD has developed an) unplemenied outcome- 
focused perfonouice and cost inelrics for logistics across the Department. However, 
more work needs to be accom^isbed in linking the outcome-metrics to the 
iroprovement achieved through completioo of die loiiialives and their un{Bct on the 
focus areas of requiicmeius forecasting, asset visibility, and materiel distribution. 

These linkages will be completed as part of (be full implemcutaHon of each of the 
ioili stives. 
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GAO Contact wmiam M. Solis (202) 512-8365 


Acknowledgments if' addition to the contacts named above, key contributors to this report 

were Thomas W. Gosling, Assistant Director, Susan C. Ditto, Amanda M. 
Leissoo, Marie A. Mak, and Janine M. Prybyla. 
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BSEESSII^^^^^^^^^^^^^lilllliiHHHIHHIIIIHHIIIHIIIIIIIIIIIIIIIIIIIII^^ 
DEFENSE LOGISTICS 

Efforts to Improve Distribution and 
Supply Support for Joint Miiitary 
Operations Could Benefit from a 
Coordinated Management Approach 


What GAO Found 

DOD has not developed a coonimated and comprehensive management 
approach to guide and oversee implementation of joint theater logistics 
across the department. Efforts to develop and implement joint theater 
logistics initiatives have been fragmented among various DOD components 
due largely to a lack of specific goals and strategies, accountability for 
achieving resxdts, and outcome-oriented performance measures — key 
principles of sound management Further complicating DOD’s ability to 
adopt a coordinated and comprehensive management approach to joint 
theater logistics are the diffused organization of DOD's logistics operations, 
including separate funding and management of resources and systems, and 
changes in DOD’s overall logistics transformation strategy. DOD is currently 
testing a new approach to managing joint capabilities and is considering a 
realignment of capabilities in its long-term logistics strategy, which could 
affect the future of joint theater logistics. Without a more coordinated and 
comprehensive approach to managing joint theater logistics, DOD lacks 
assurance that it is on the right path toward achieving this capability and 
that individual initiatives will collectively address gaps in logistics 
capabilities. Further, DOD will have difficulty achieving improvements in 
theater distribution and asset visibility associated with joint theater logistics. 

DOD components have made progress developing and implementing joint 
theater logistics initiatives in the areas of distribution and supply support, 
but the department faces challenges that hinder its ability to realize the full 
benefits of these efforts. For example, 

• While Joint Deployment Distribution Operations Centers have been 
established in each geographic combatant command to help manage 
supplies moving across the distribution system, senior commanders in 
Kuwait said achieving asset visibility has been difficult because of a lack 
of interoperability among information technology systems. 

• Initiatives being developed to improve the coordination of surface 
transportation assets theaterwide also face challenges with issues of 
command and control, the availability of information technology tools, 
and potential duplication of responsibilities with other organizations. 

Unless DOD successfully addresses these and other challenges GAO 
identified, the initiatives are not likely to significantly improve Uie ability of a 
joint force commander to effectively and efficiently direct logistics 
fimctions, including distribution and supply support activities, across the 
theater of operations to accomplish an assigned mission. Moreover, without 
addressing such challenges, DOD is likely to continue to experience some of 
the same types of distribution and asset visibility problems that have 
occurred during Operation Iraqi Freedom. 


.United States Government Accountability Office 
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United States Government Accountability Office 
Washington, DC 20548 


June 29, 2007 

The Honorable Daniel K Akaka 
Chairman 

The Honorable George V. Voinovich 
Ranking Member 

Subcommittee on Oversight of Government Management, the Federal 
Workforce, and the District of Columbia 
Committee on Homeland Security and Governmental Affairs 
United States Senate 

The Department of Defense (DOD) experienced problems with logistics 
support and supply chain management during military operations in Iraq 
that impeded the timely delivery of supplies and contributed to shortages 
of items critical to the warfighter.' These problems — which affected both 
Army and Marine Corps ground forces — included an insufficient capability 
to provide support to combat forces during the early stages of the conflict, 
difficulties in distributing supplies within the theater of operations, and 
limitations in asset visibility.^ Such problems also occurred during 
Operation Desert Shield/Desert Storm in 1991. During the 1990s, following 
the end of the Cold War, DOD reexamined the future threat environment 
that U.S. militaiy forces could face and identified logistics capabilities that 
would be needed to support future military operations. One of these 
identified capabilities, joint theater logistics, is aimed at improving the 
ability of a joint force commander to direct various logistics functions, 
including distribution and supply support activities, across the theater of 
operations to accomplish an assigned mission. 

Under DOD doctrine for conducting joint military operations, the joint 
force commander is ultimately responsible for synchronizing all aspects of 


*DOD defines logistics as the science of planning and carrying out the movement and 
maintenance of forces. Logistics includes six broad functional areas: supply, maintenance, 
transportation, civil engineering, health services, and other services. Supply chain 
management consists of processes and activities to purchase, produce, and deliver 
m^eriel — including ainmuiution, spare parts, fuel, food, water, clothing, personal 
equipment, and other items — to a force that is highly dispersed and mobile. 

^DOD describes asset visibility as the ability to provide timely and accurate information on 
the location. quantlQ', condition, movement, and status of equipment and supplies. 
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logistics necessaiy to support the mission.® However, the joint force 
commander relies on various DOD components, including the military 
services, Defense Logistics Agency (DLA), and U.S. Transportation 
Command, to provide the logistics resources and systems needed to 
support U.S. forces. Various provisions of Title 10, U.S. Code establish 
responsibilities and authorities for supplying and equipping the armed 
forces.* These and other Title 10 functions are promulgated by DOD 
through directives.® Implementing joint theater logistics involves 
harnessing these diffuse resources and systems, which are not integrated 
but rather separately funded and managed across DOD’s components. 

The Joint Staff Logistics Directorate is DOD’s lead proponent for joint 
theater logistics, and this effort involves developing and implementing a 
number of initiatives across the department. DOD believes joint theater 
logistics will improve the distribution and visibility of assets in a theater of 
operations. For this reason, DOD has listed joint theater logistics as one of 
several key initiatives in its supply chain management improvement plan. 
Because of long-standing systemic weaknesses that have been identified in 
our previous reports, we have designated DOD's supply chain management 
as a high-risk area. In 2005, DOD developed the supply chain management 
improvement plan to place it on a path toward removing supply chain 
management from our high-risk list. 

At your request, we have examined DOD’s efforts to develop and 
implement joint theater logistics as part of its plans for improving logistics 
support and supply chain management. Specifically, this report assesses 
(1) the extent to which DOD’s approach to managing joint theater logistics 
departmentwide encompasses sound management principles and (2) the 
progress DOD has made in implementing joint theater logistics initiatives 
in the areas of distribution and supply support 


®Jomt Chiefs of Staff, Joint Publication 4-0, Doctrine for Logistic Support of Joint 
Operations (Apr. 6, 2000), p. 1-3. (Hereafter cited as JCS Pub 4-0 (Apr. 6, 2000), p. XX). 

*See 10 U.S.C. §§ 3013, 3062, 5013, 5062, 5063, 8013. and 8062. 

®DOD Directive 51001, Functions of the Department o^f Defense and Its Major 
Components (Aug. 1, 2002) states that the military services are responsible for providing 
logistic support for service forces. DOD Directive 6105.22, Defense logistics Agency (May 
17, 2006), directs DLA, among other responsibilities and fimctions, to provide materiel 
commo^ties and supply chain management for items of supply and services. DOD 
Directive 5158.4, United States Transportation Command (Jan. 8, 1993), states that the 
command shall have combatant command over all transportation assets of the military 
departments, excq)t for service-unique or theater-assigned as.sets. 
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To assess DOD’s approach to managing joint theater logistics, we 
identified sound management principles based on prior work on 
organizational transformation and federal agency implementation of the 
Government Performance and Results Act.® We reviewed doctrine, 
regulations, guidance, plans, briefings, status reports, and other 
documents related to the development of joint theater logistics, logistics 
strategic planning, and supply chain management, to include reports by 
various audit and non-audit organizations that have assessed DOD’s 
logistics operations. We also interviewed officials from the Joint Staff and 
the Office of the Secretary of Defense who are involved with joint theater 
logistics and logistics transformation. To assess DOD’s progress in 
implementing joint theater logistics initiatives, we visited the five 
geographic combatant commands, the subordinate unified command in 
Korea, military service component commands in three theaters, and 
operational units in Germany, Korea, and Kuwait. We met with military 
service officials at headquarters offices, as well as at selected commands 
and reserve components. We also visited U.S. Transportation Command, 
U.S. Joint Forces Command, and DLA to obtain information on specific 
initiatives. In addition, we attended the out-brief for an Army conference 
on theater opening, reviewed after-action reports from exercises testing 
the initiatives, and analyzed lessons learned reports from Operation Iraqi 
Freedom. We determined that the data we used were sufficiently reliable 
for our purposes. Additional information on our scope and methodology is 
provided at the end of this letter. We conducted our review from July 2006 
to April 2007 in accordance with generally accepted government auditing 
standards. 


Results in Brief 


DOD has not developed a coordinated and comprehensive management 
approach to guide and oversee implementation of joint theater logistics 
across the department Efforts to develop and implement joint theater 
logistics initiatives have been fragmented among various DOD 
components due largely to a lack of specific goals and strategies, 
accountabDity for achieving results, and outcome-oriented performance 
measures — key principles of sound management. While DOD has broadly 
defined joint theater logistics as an adaptive ability to anticipate and 
respond to emerging theater logistics and support requirements, it has not 
developed specific goals and strate^es linked to this vision. In addition, 
DOD has not assigned accountability for achieving results under joint 


Tub. L. No. 103-62 (1993). 
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theater lo^stics and has not developed outcome-oriented performance 
measures that would enable the department to know whether its efforts 
are fully and effectively achieving a joint theater logistics capability. 
Furthermore, the diffused organization of DOD’s logistics operations, 
including separate funding and management of resources and systems, 
complicates DOD’s ability to adopt a coordinated and comprehensive 
management approach to developing and implementing joint theater 
logistics capabilities. A number of studies that have assessed DOD’s 
logistics operations have recommended changes to DOD’s organizational 
structure and control of resources for providing joint logistics support to 
military operations. Moreover, changes in DOD’s overall logistics 
transformation strategy have hampered its ability to adopt a coordinated 
and comprehensive management approach to joint theater logistics. Over 
the years, DOD has made a number of attempts to articulate a long-term 
strategy to guide logistics transformation, including joint theater logistics, 
but progress on these efforts has been hindered by differing visions within 
the department DOD is currently testing a new approach to managing 
joint capabilities and is considering a realignment of capabilities in its 
long-term logistics strategy— efforts that could affect the future of joint 
theater logistics. Under this realignment, joint theater logistics may cease 
to exist as a stand-alone capability area; however, the tenets of joint 
theater logistics would be retained, and the functional areas associated 
with joint theater logistics would be integrated within the broader joint 
logistics portfolio. Without a coordinated and comprehensive approach to 
managing Joint theater logistics, DOD lacks assurance that it is on the right 
path toward achieving this capability and that individual initiatives will 
collectively address gaps in logistics capabilities. Further, DOD will have 
difficulty achieving the desired improvements in distribution and asset 
visibility associated with joint theater logistics as portrayed in the supply 
chain management improvement plan. We are recommending that DOD 
develop a coordinated and comprehensive management approach to guide 
and oversee efforts across the department to improve distribution and 
supply support in a joint theater. In conunenting on a draft of this report, 
DOD concurred with our recommendation. 

Although a coordinated and comprehensive management approach does 
not exist, DOD components have made progress developing and 
implementing Joint theater logistics initiatives in the areas of distribution 
and supply support however, the department faces a number of 
challenges that hinder its ability to fully realize the benefits of these 
efforts. A notable improvement has been the establishment of Joint 
Deployment Distribution Operations Centers that can help joint force 
commanders synchronize the arrival of supplies into a theater and assist in 
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other aspects of distribution and supply support. However, officials we 
interviewed said these operations centers alone will not resolve 
distribution and supply support problems. Other initiatives are at various 
stages of development and implementation as DOD experiments with new 
organizational arrangements, writes new concepts of operations, and 
revises doctrine. Despite this progress, DOD faces a number of challenges 
in hilly developing and implementing joint theater logistics initiatives in 
the areas of distribution and supply support. Some of the challenges are as 
follows: 

• DOD has established an expeditionary organization to manage the arrival 
of supplies moving into a theater during the early stages of a military 
operation, but Army ofhcials have raised questions about the need for this 
new organization and the resources devoted to it, as well as about the 
command and control over this organization. 

• While Joint Deployment Distribution Operations Centers have been 
established in each geographic combatant command to help manage 
supplies moving across the distribution system, senior commanders in 
Kuwait said achieving asset visibility has been difficult because of a lack of 
interoperability among information technolosr systems. We also found 
continuing problems with container management, although improvements 
have been made. 

• Initiatives to improve the coordination of surface transportation assets 
tlieaterwide also face challenges with issues of command and control, the 
availability of information technology tools, and potential duplication of 
responsibilities with other organizations. 

• Efforts to consolidate multiple storage and shipping activities in a theater 
have been implemented on a limited scale and additional consolidation 
opportunities may exist. During our site visits to Kuwait, we found that 
DLA and the Army were operating separate facilities that have the 
potential for consolidation, which could result in more efficient use of 
resources. Since our fieldwork was completed, DLA assessed ways to 
improve theater distribution and made recommendations to consolidate 
and relocate existing operations. Because this study was focused on the 
U.S. Central Conunand area of operations, we are recommending DLA 
undertake similar assessments within all the geographic combatant 
commands. In commenting on a draft of this report, DOD concurred with 
this recommendation. 

■ Finally, various options have emerged for improving the ability of a joint 
force commander to exercise command and control over joint theater 
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logistics functions. However, the military services have raised concerns 
about how their own roles and responsibilities for providing logistics 
support might be affected and have opposed expansion of ^e most robust 
command and control option that has emerged. 

Unless DOD successfully addresses these challenges, the initiatives are not 
likely to significantly improve the ability of a joint force commander to 
harness the diffuse logistics resources and systems that exist within the 
department and effectively and efficiently direct logistics functions, 
including distribution and supply support activities, across the theater of 
operations to accomplish an assigned mission. Moreover, without 
addressing such challenges, DOD is likely to continue to experience some 
of the same types of distribution and asset visibility problems that 
occurred during Operation Iraqi Freedom. 


Background 


We have identified weaknesses in DOD’s supply and distribution support 
in prior reports.’ These weaknesses have affected the department’s ability 
to meet its goal of delivering tlie “right items to the right place at the right 
time” to support the deployment and sustainment of military forces. One 
problem with logistics support has been an insufficient capability to 
support combat forces during the early stages of a conflict. In Operation 
Iraqi Freedom, for example, DOD’s priority was to move combat forces 
into the theater first, with logistics personnel arriving later in the 
deployment. Because of the shortage of support personnel in theater, the 
forces experienced delays in receiving, storing, and distributing supplies. 
For example, eariy in Operation Iraqi Freedom, inefficient packaging and 
palletizing of air shipments created supply backlogs in Kuwait that delayed 
the delivery of supplies shipped by air to units in Iraq. Once in theater, 
mixed shipments had to be manually opened, sorted, and re-palletized at 
theater distribution points, causing additional delays in getting repair parts 
to their end users. Another problem has been limited visibility of assets 
within the distribution system. Incomplete radio frequency identification 
tags required logistics personnel to spend time opening and sorting the 


’GAO, Defense Logistics: Preliminary Observations on the Effectiveness of Logistics 
Activities During Operation Iraqi Freedom, GAO-04-305R (Washington, D.C.: Dec. 18, 
2003); Defense Logistics: Actions Needed to Improve the Availability of Critical Items 
during Current and Future Operations, GAOO, 5-275 (Washington, D.C.: Apr. 8, 2005); and 
Defense Logistics: DOD Has Begun to Improve Supply Distribution Operations, but 
Further Actions Are Needed to Sustain Iliese Efforts, GAO-05-775 (Washington, D.C.: Aug. 
11, 2005). 
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shipments, significantly increasing processing time. Additionally, logistics 
systems used to order, track, and account for supplies were not well 
integrated and could not provide the essential information to effectively 
manage theater distribution. Thus, we have indicated that materiel 
distribution and asset visibility are two key focus areas critical to resolving 
these suppty and distribution problems. 

Joint theater logistics is one of seven future logistics capabilities that DOD 
has grouped under the terra “focused logistics.” DOD has broadly defined 
joint theater logistics as an adaptive ability to anticipate and respond to 
emerging theater logistics and support requirements. In addition to joint 
theater logistics, focused logistics capabilities include joint 
deploymentAapid distribution, agile sustmnment, operational engineering, 
force health protection, multinational logistics, and logistics information 
fusion. Together, these capabilities are intended to support an overall joint 
logistics capability, which DOD defines as “the capability to build 
effective, responsive, and efficient capacity into the deployment and 
sustainment pipeline; exercise control over the pipeline from end to end; 
and provide certainty to the supported joint force commander that forces, 
equipment, sustainment, and support will arrive where needed and on 
time." According to DOD, focused logistics can be achieved by 
transforming logistics capabilities. To succeed, these focused logistics 
capabilities must be fully integrated, expeditionaiy, networked, 
decentralized, adaptable, and capable of decision superiority. Further, 
they must support future joint operations that are continuous and 
distributed across the full range of military operations. 

Since the 1990s, DOD has developed various strategic planning 
documents, such as Joint Vision 2010, which included focused logistics as 
a needed capability. In 2000, DOD incorporated joint theater logistics and 
other focused logistics capabilities in joint warfighting doctrine. In 2003, 
the department approved the joint functional concept for focused 
logistics.® In 2005, DOD issued its Focused Logistics Roadmap, presenting 
an “as is” compendium of programs and initiatives associated with the 
fiscal year 2006 President’s Budget and aligned under the focused logistics 
capabilities. The “as is” roadmap was intended to complement previously 
published logistics strategies and to represent the portfolio of programs 
and initiatives for which the Focused logistics Functional Capabilities 


“Joint functional concepts describe, and are used as a basis to shape, joint capabilities 
across the department. 
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Board® and Joint Staff Logistics Directorate have primary oversight 
responsibility. In 2006, DOD approved the Joint Logistics (Distribution) 
Joint Integrating Concept,*® which complements the joint functional 
concept and calls for a joint deployment and distribution enterprise that is 
capable of providing joint force commanders with the ability to rapidly 
and effectively move and sustain forces in support of major combat 
operations or other joint operations. This document describes the 
enterprise as an integrated s^tem of assets, materiel, personnel, leaders, 
organizations, procedures, tools, training, facilities, and doctrine that is 
expected to enable the joint force commander to minimize seams in the 
distribution pipeline. The joint deployment and distribution enterprise is 
expected to complement and augment service or joint force commander- 
unique distribution responsibilities and capabilities. 

Distribution is part of the process and activities for managing the supply 
chain. According to joint doctrine, distribution is the process of 
synchronizing all elements of the logistics system to deliver the “right 
things” to the “right place” at the “right time.” DOD’s distribution system 
has two segments: strategic-national and theater. The strategic segment of 
this pipeline involves the movement of supplies from points outside a 
theater of military operations into the theater. The theater segment 
consists of distribution thaJ: occurs within a theater of military operations. 
The military services have the responsibility to organize, train, equip, and 
provide logistics support to their respective forces.” The military services 
and DLA manage supplies and provide for asset visibility. U.S. 
Transportation Command is responsible for providing transportation 
support, primarily strategic airlift and sealift, as well as in-transit asset 
visibility.*^ The geographic combatant commands are responsible for 


"DOD has eight Functional Capabilities Boards that support the Joint Requirements 
Oversight Council and lead the cap^ilities assessment process. 

‘^Whereas a joint functional concept is a broad description of joint force functions, a joint 
Integrating concept is a description of narrowly focused operations or functions and is 
used to identify, describe, and apply specific capabilities. 

"Sec 10 U.S.C. 51 3013, 3062, 5013, 5062, 6063, 8013, and 8062. 

*^DOD defines in-transit visibility as the near-real-time capability to track logistic resources 
and transportation assets while they are mobile and underway. 
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logistics in their theaters, to include managing and directing the theater 
distribution :qfstem.“ 

In September 2003, the Secretary of Defense assigned new organizational 
responsibilities in the logistics area, including designating the Under 
Secretary of Defense (Acquisition, Technology, and Logistics) as the 
Defense Logistics Executive, and the Commander, U.S. Transportation 
Command, as the Distribution Process Owner. The Defense Logistics 
Executive has authority to address logistics and supply issues. The role of 
the Distribution Process Owner is to improve the efficiency and 
interoperability of the end-to-end distribution system. Prior to these new 
organizational designations, the Secretary of Defense designated U.S. Joint 
Forces Command as the Joint Deployment Process Owner, responsible for 
improving joint deployment and redeployment processes. The 
commanders of U.S. Joint Forces Command and U.S. Transportation 
Command — recognizing that many deployment and distribution processes 
are common and that both commands serve a common customer: the 
supported joint force commander — signed a joint vision statement in 
September 2006 to help guide their partnership as they work together to 
improve DOD’s joint deployment and distribution. 


DOD Has Not 
Developed a 
Coordinated and 
Comprehensive 
Management 
Approach to Joint 
Theater Logistics 


DOD has not developed a coordinated and comprehensive management 
approach for guiding and overseeing the implementation of joint theater 
logistics across the department. While DOD intends joint theater logistics 
to improve the distribution and visibility of assets in theater, its current 
approach is not consistent with sound management principles that have 
been shown to be effective in accomplishing organization^ 
transformation, and has led to fragmented efforts across components. In 
addition, changes in DOD’s overall logistics transformation strategy have 
hampered DOD’s ability to adopt a coordinated and comprehensive 
management approach to joint theater logistics. Without a coordinated 
and comprehensive approach, DOD will continue to face difficulties 
achieving improvements in theater distribution and asset visibility, which 
impair its ability to improve overall supply chain management. 


”Joint Chiefs of Staff, Joint Publication 4-01.4, Joint Tactics, Techniques, and Procedwes 
for Joint Theater Distribution (Aug. 22, 2000), p. II-6. 
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DOD’s Approach to Joint 
Theater Logistics Is Not 
Consistent With Sound 
Management Principles 
and Has Led to 
Fragmented Efforts 


Our review of DOD’s efforts to develop joint theater logistics showed that 
the department has taken a piecemeal approach rather than a coordinated 
and comprehensive approach that is consistent with sound management 
principles. DOD’s current approach has led to fragmented efforts among 
components to develop and implement initiatives. Sound management 
principles, such as those used by leading organizations to transform their 
culture and embodied in the Government Performance and Results Act, 
include (1) ^ecific goals and strategies, (2) accountability for achieving 
results, and (3) outcome-oriented performance measures. We have 
previoa^y reported that organizations that have progressed toward the 
resuits-oriented framework of the Government Performance and Results 
Act have established performance goals for which they will be held 
accountable, determined strategies and resources to effectively 
accomplish the goals, and measured progress towards those goals. A focus 
on results, as envisioned by the Government Performance and Results Act, 
implies that collaboration is important to ensure that consistent and 
complementary goals and strategies for achieving results are developed 
and implemented across the enterprise. Performance metrics are critical 
for demonstrating progress toward achieving results and providing 
information on which to base organizational and management decisions. 
Further, outcome-focused performance metrics show results or outcomes 
related to an initiative or program in terms of its effectiveness, efficiency, 
or impact. When combined with effective leadership, these principles 
provide a framework to guide program efforts in a coordinated and 
comprehensive fashion and allow leadership to determine if these efforts 
are achieving the desired results. In contrast, an insufficient articulation of 
program goals and inadequate information on performance may be 
impediments to improving program efficiency and effectiveness. 


DOD’s approach to joint theater logistics is not consistent with these 
principles of sound management. First, while DOD has a broad definition 
of Joint theater logistics, it has not articulated specific goals and strategies 
linked to this vision. For example, DOD’s Focused Logistics Roadmap, 
supply chain management improvement plan, and other documents we 
reviewed do not contain specific goals and strategies for achieving joint 
theater logistics. DOD also has yet to identify the resources and time 
frames for fully implementing joint theater logistics. Moreover, DOD’s 
description of joint theater logistics has not been consistent over time, 
which may affect its ability to develop specific goals and strategies. This 
issue is discussed later in this report. 

Second, DOD has not assigned accountability for achieving results under 
joint theater logistics. Although the Joint Staff Log^tics Directorate has 
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been designated the le£d proponent for joint theater logistics, no one 
entity within DOD has responsibility for coordinating and overseeing 
programs and initiatives related to joint theater logistics. In addition, while 
DOD has designated executive agents and process owners aimed at 
addressing logistics challenges that cut across the department, the roles 
and responsibilities among DOD components have not always been clearly 
delineated and may overlap. We have previously reported on problems 
DOD has experienced in defining accountability and authority for 
addressing supply distribution problems.** For example, although the 
Secretary of Defense in 2003 designated the Comm^der, U.S. 
Transportation Command, as DOD’s Distribution Process Owner — with 
responsibilities for overseeing the overall effectiveness, efficiency, and 
alignment of DOD-wide distribution activities — DOD has yet to issue a 
directive defining the process owner's authority, accountability, resources, 
and responsibility.*® Additionally, during our current review, service and 
combatant command officials had concerns with U.S. Transportation 
Command expanding beyond its traditional roles and responsibilities for 
strategic distribution, believing that there should be a hand-off of 
responsibilities once assets arrive in theater. 

Furthermore, the diffused organization of DOD’s logistics operations, 
including separate funding and management of resources and systems, 
complicates DOD’s ability to adopt a coordinated and comprehensive 
management approach to developing and implementing joint theater 
logistics capabilities. Since 2003, a number of studies that have assessed 
DOD’s logistics organization have recommended changes to DOD’s 
organizational structure for providing joint logistics and supply support to 
military operations.*® Some of these organizations have noted that control 
over resources is a critical issue to be addressed. For example, the 
Defense Science Board recommended creation of a Joint Logistics 
Command that would combine the missions of U.S. Transportation 


’*GAO-(H>775. 

‘®In May 2006, the Deputy Secretary of Defense redesignated the Commander, U.S. 
Transportation Command as DOD’s Distribution Process Owner. Under this redesignation, 
the mission of the Distribution Process Owner is to oversee the overall effectiveness, 
efficiency, and alignment of DOD-wide distribution activities and to establish concepts and 
operational frameworks relating to the planning and execution of DOD transportation 
operations. 

‘®For more information on these recommendations, see GAO, DOD’s High-Risk Areas: 
Progress Made Implementing Supply Chain Management Recommendations, but Fall 
Extent of Improvement Unknoum, GAO-07-234 (Washington, D.C.; Jan. 17, 2007). 
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Command, DIA, and service logistics commands. 'Hie Center for Strategic 
and International Studies also suggested the creation of a departmentwide 
logistics command responsible for end-to-end supply chain operations. 
Regarding resource allocation, it further stated that resources should be 
organized, managed, and budgeted largely along military service lines, but 
in those Instances where joint capability needs are not being met with 
service-centric processes, the Secretary must turn to joint processes and 
entities for their realization. The Lexington Institute, which also 
recommended creation of a U.S. Logistics Command at the four-star level, 
concluded that Title 10 can be used to prevent joint logistics 
transformation and interoperability and may need to be amended in order 
to create a Logistics Command. TTie Lexington Institute also concluded 
that existing funding mechanisms act as disincentives for joint logistics 
transformation and interoperability. The Defense Business Practice 
Implementation Board, while not agreeing with the idea of combining U.S. 
Traiisportation Command and DLA, recommended that DOD elevate 
leadership for supply chain integration by designating a new Under 
Secretary of Defense who would have authority to direct integration 
activities, including control over budget decisions affecting these two 
components and the military services. While we noted that 
transformational changes such as those proposed by these organizations 
may not be possible without amending existing laws, the scope of our 
review did not include an assessment of these proposals or what changes, 
if any, would require congressional action. 

On the basis of our prior work on DOD’s approach to business 
transformation,” we have stated that DOD needs to establish a chief 
management official at an appropriate level with the authority to be 
responsible and accountable for enterprisewide business transformation, 
including business operations related to supply chain management. Also, 
in our report on 21st century challenges confronting the federal 
goverrunent,'* we stated that DOD faces significant challenges in 
accomplishing its transformation goals and making improvements in key 
business areas such as supply chain management. We also suggested in 
that report that decision makers may need to reexamine fundamental 


”GA0, Defense Biisiness Ttxinsformatioix: A Comprehensive Plan, Integrated Efforts, and 
Sustained Leadership Are Nee^d to Assure Success, GAO-07-22yT (Washington, D.C.; 

Nov. 16, 2006). 

^*GAO, 21st Century Challenges: Reexamining the Base of the Federal Government, 
GAO-054)25SP (Washington, D.C.: Feb. 2005). 
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aspects of DOD’s programs by considering issues such as whether current 
organizations are aligned and empowered to meet the demands of the new 
security environment as efficiently as possible and what kinds of 
economies of scale and improvements in delivery of support services 
would result from combining, realigning, or otherwise changing selected 
support functions, includii^ logistics. 

Third, DOD has not developed outcome-oriented performance measures 
for either joint theater logistics in genera or for its specific initiatives. The 
supply chain management improvement plan lists potential metrics for 
joint theater lo^tics, but these have not been made into quantifiable, 
outcome-oriented measures. For example, the plan names visibility of 
logistics capabilities, logistics footprint,'® and joint logistics and 
distribution planning improvement as three potential metrics that could be 
developed to track results and show the impact of joint theater logistics 
implementation. Other documents we reviewed, including a joint theater 
logistics implementation plan that was drafted in 2006 but not finalized, 
recognize a need to identify metrics for the specific tasks required to 
achieve the joint processes supporting joint theater logistics. However, 
these metrics have not been identified as yet. 

Because DOD has lacked a coordinated and comprehensive approach to 
managing joint theater logistics, efforts to advance joint theater logistics 
across the department have been fragmented. While DOD has developed a 
series of initiatives to improve joint theater logistics, leadership on 
individual initiatives is dispersed among various DOD components. Many 
of these initiatives have been introduced by individual services, combatant 
commanders, and other DOD components without an overarching 
management approach for coordinating efforts. For example, of the four 
initiatives identified in the Focused Logistics Roadmap as supporting joint 
theater logistics, two have been submitted by U.S. Transportation 
Command, one has been developed by the Army, and another has been 
created by U.S. Joint Forces Command. During our field visits, DOD 
officials identified a number of other initiatives they had under which 
they regarded as joint theater logistics. Specific examples of DOD’s 
fragmented efforts to develop and implement Joint theater logistics 
initiatives are discussed later in this report. This fragmented approach 
could lead to duplication of effort as well as capability gaps, diminishing 


'®Lo^tics footprint is the amount of personnel, spare parts, resources, and capabilities 
physically present and occupying ^ace at a deployed location. 
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the potential benefits of joint theater logistics. Without a coordinated and 
comprehensive approach that embodies sound management principles, 
DOD may be unable to fully implement initiatives and achieve this 
capability. As a result, DOD will have difficulty improving supply chain 
management in the areas of distribution and asset visibility associated 
with joint theater logistics. 


Changes in DOD’s Overall 
Logistics Strategy Hinder 
Development of Joint 
Theater Logistics 


Changes in DOD’s overall logistics strategy have hampered the 
department’s ability to adopt a coordinated and comprehensive 
management approach to joint theater logistics. These changes indicate 
that DOD has lacked a consistent vision and strategy regarding its efforts 
to transform logistics. Over the course of the last 10 years, DOD has made 
multiple alterations to its overall logistics strategy that have reflected 
differing visions about the fijture of the department’s logistics system. 
Figure 1 shows several of the strategic planning documents, including 
vision statements, doctrine, campaign plans, and roadmaps, that have 
addressed the future of DOD’s logistics systems. 
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Many of the strategic planning documents shown in figure 1 have 
addressed joint theater logistics, but the description of this concept has 
varied over time. For example, a strategic planning document derived 
from Joint \fision 2010 refers to “joint theater logistics command and 
control,” describing this focused logistics capability primarily as a concept 
to clarify lines of authority through a single entity responsible for logistics 
support in a joint warfighting environment. However, the Focused 
Logistics Joint Functional Concept appeared to change the focus of joint 
theater logistics from command and control to management. This 
document identified joint theater logistics as a capability aimed at 
developing tools to allow the joint force commander to effectively oversee 
management of logistics through the range of military operations and did 
not focus on clarifying lines of authority through a single logistics 
command and control organization. As part of this continuing evolution of 
DOD logistics strategies, the most recent efforts include (1) the “to be” 
roadmap, (2) the revision of the Focused Logistics Joint Functional 
Concept, and (3) the capabilities portfolio management test for joint 
logistics. 

“To Be” Roadmap. As a follow-on to the 2006 “as is” Focused Logistics 
Roadmap, DOD is developing a “to be” roadmap. Because the “as is” 
roadmap indicated that key focused logistics capabilities would not be 
achieved by 2015, the Under Secretary of Defense (Acquisition, 
Technology, and Logistics) directed the department to prepare a more 
rigorous “to be” roadmap that would identify the scope of logistics 
problems and capability gaps to be addressed, including joint theater 
logistics. According to DOD officials, the roadmap is intended to portray 
where the department is headed in the logistics area and how it will get 
there, monitor progress toward achieving its objectives, and 
institutionalize a continuous assessment process that links ongoing 
capability development, program reviews, and budgeting. The first edition 
of the “to be” roadm^ was scheduled for completion in February 2007, in 
conjunction with the submission of the President’s Budget for Fiscal Year 
2008. However, DOD put the roadmap on hold pending the completion of 
other strategic initiatives. As of March 2007, DOD estimated it would 
complete the roadmap by March of 2008, after completion of its 
capabilities portfolio management test. Capabilities portfolio management 
is discussed below. 

Focused Logistics Joint F^inctional Concept. DOD is revising the Focused 
Logistics Joint Functional Concept, which could affect the future of joint 
theater logistics. In August 2006, Joint Staff officials told us that they no 
longer believe that the Focused Logistics Joint Functional Concept 
approved in 2003 accurately captures the capabilities needed by the 
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warfighter, as they found it difficult to delineate the relationships among 
the seven focused logistics capabilities, including joint theater logistics. 
Consequently, the Joint Staff is currently rewriting the Focused Logistics 
Joint Functional Concept, which they expect to be finalized in the fall of 
2007. According to Joint Staff officials, the revision will likely realign 
focused logistics capabilities, reducing the number of capabilities 
supporting joint logistics from seven to five. They have stated that Joint 
theater logistics may cease to exist as a stand-alone capability area under 
the proposed realignment. However, they have said that the tenets of joint 
theater logistics would be retained in the remaining capability areas 
addressing the supply chain, and the functional areas associated with joint 
theater logistics would be integrated within the broader joint logistics 
portfolio. Once the Focused Logistics Joint Functional Concept paper is 
rewritten, DOD intends to complete the “to be” roadmap in alignment with 
the new joint logistics capability areas. Additionally, DOD’s key joint 
doctrine document for joint logistics operations, Joint I^iblication 4-0, is 
being rewritten to reflect these changes. 

Prior to these changes, the Joint Staffs Joint Theater Logistics working 
group had begun developing an implementation plan for joint theater 
logistics. As part of this plan, the working group identified 13 capability 
areas in support of joint the^er logistics.” For each capability, the 
working group planned to evaluate different processes used by the 
services and merge the common parts of these individual processes into a 
joint process to meet the commander’s requirements. The working group 
finished identifying the joint processes for 3 of these potential capability 
areas that were considered most readily joint — ammunition, fuels, and 
mortuary affairs — and began drafting the joint tasks and metrics 
associated with each. Drafts of these documents were completed prior to 
the summer of 2006, and the goal was to have the tasks identified for the 3 
capability areas by July 2006. All the services have agreed to these three 
joint processes, and officials said that the next step is to complete task 
identification for all 13 capabilities. However, these efforts have been 
placed on hold pending DOD's realignment of the joint capability areas. 


”The 13 joint theater logistics capabilities areas identified in this process were: 
engineering; joint reception, staging, onward movement, and integration; joint 
expeditionaiy theater opening; joint contracting; joint deployment and distribution 
management; joint petroleum management; joint service support; joint financial 
management visibility; joint repair and maintenance; joint subsistence, food service 
support, and water management; mortuary affairs; joint theater conventional munitions 
management; and health service support. 
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Capabilities Portfolio Management. In a separate but related effort, the 
department has begun testing a new approach to managing the 
development of joint c^abilities DOD-wide. This new approach is known 
as joint capabilities portfolio management. In September 2006, the Deputy 
Secretary of Defense selected joint logistics as one of four capability areas 
for testing capabilities portfolio management^* These experiments were 
initiated in response to the 2006 Quadrennial Defense Review that 
emphasized DOD’s need to build on capabilities-based planning and 
management. According to DOD officials, the purpose of this test is to 
deteirnine if DOD can m^e better leadership decisions by managing a 
portfolio of capabilities Instead of managing systems and capabilities 
individually. Hius, this portfolio test is intended to enable senior leaders to 
consider trade-offs across previously stovepiped areas and to better 
understand the implications of investment decisions across competing 
priorities. The Joint Staff Director for Logistics is the test director for the 
joint logistics test case, which will include all capabilities required to 
project and sustain joint force operations, including supply chain 
operations. DOD will examine the capabilities and their initiatives in order 
to identify gaps or redundancies or determine where initiatives 
complement one another. According to Office of the Secretary of Defense 
(OSD) and Joint Staff officials, the initial results of the joint logistics 
c^ability portfolio management test were expected to be available in late 
spring 2007. The officials told us that these results will then be used to 
write the revision to the Focused Logistics Joint Functional Concept, 
which they said will enable them to complete the “to be" roadmap. Joint 
Staff officials are also awaiting the completion of the test prior to updating 
their joint theater logistics implementation plan. 

As DOD continues its attempt to articulate an overall strategy to guide 
logistic transformation, the development of the “to be" roadmap and other 
activities related to implementing joint theater logistics have been delayed 
due to these changes. In addition, the initiation of the capabilities portfolio 
management experiment has the potential to fundamentally alter the 
management of joint logistics. Until DOD decides on its vision and aligns 
its strategic direction, it will be unable to develop a coordinated and 
comprehensive approach to joint theater logistics. Moreover, it will be 
unable to ensure that it is achieving its desired improvements in theater 
distribution and asset visibility associated with joint theater logistics. 


^*The other three test cases are Joint Command and Control, Joint Network Operations, 
and Battlespace Awareness. 
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DOD Has Made 
Progress on Joint 
Theater Logistics 
Initiatives but Faces 
Challenges That 
Hinder Its Ability to 
Fully Realize the 
Benefits of These 
Efforts 


DOD components have several initiatives under way that are aimed at 
developing a joint theater logistics capability in the area of distribution 
and supply support. Our analysis showed that the current initiatives 
generally address five areas of distribution and supply support to a joint 
force commander. Some of the initiatives have been specifically 
designated by DOD as supporting joint theater logistics, and other 
initiatives supporting this capability were identified during our field visits 
with DOD components. Although progress has been made on some 
initiatives, DOD faces challenges in fully developing and implementing 
these initiatives. Table 1 summarizes the five areas of distribution and 
supply support, the related joint theater logistics initiatives, and the 
challenges we identified during our review. 


Table 1 : Challenges Hindering DOD's Ability to Fully Implement Joint Theater Logistics Initiatives 


Area of distribution and supply 
support 

Related joint theater logistics 
initiatives 

Challenges hindering full implementation 

Receiving and processing a large influx of 
supplies at the beginning of a military 
operation 

Joint Task Force-Port Opening 


Potential redundancy of efforts 

Sourcing and use of personnel 

Command and control issues 

Management of supplies moving across 
the distribution system 

Joint Deployment Distribution Operations 
Center 


Noninteroperable information technology 
systems 

Container management 

Theaterwtde coordination of surface 

Theater and Expeditionary Sustainment 


Fragmented theater logistics operations 

transportation assets 

Commands. Director of Mobility Forces- 
Surface 


Lack of information technology tools 
Insufficient numbers of skilled personnel 
Unclear position in command structure 
Command and control issues 

Potential duplication of efforts 

Consolidation of supply storage and 

Node Management and Deployable 


Funding of inventories 

shipping activities 

Depot, Joint Regional Inventory and 
Material Management, Theater 
Consolidation and Shipping Point 


Security concerns 

Exercise of command and control over 
joint logistics functions 

Joint Experimental Deployment and 
Support 


Statutory requirements for logistics 
support 

Exercising directive authority for logistics 
Operational and financial considerations 


Source GAO analysis 


Unless DOD successfully addresses these challenges, the initiatives are not 
likely to significantly improve the ability of a joint force commander to 
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harness the diifuse logistics resources and systems that exist within the 
department and effectively and efficiently direct logistics functions, 
including distribution and supply support activities, across the theater of 
operations to accomplish an assigned mission. Moreover, without 
addressing such challenges, DOD is likely to continue to e:q)eriencc some 
of the same lypes of distribution and asset visibility problems that have 
occurred during Operation Iraqi Freedom. 


New Port Opening 
Capability Faces 
Implementation 
Chedlenges 


DOD has developed an initiative to improve its port opening capability but 
faces implementation challenges because of concerns with potential 
redundancy of efforts, st^fing, and command and control issues. The 
capability to rapidly open a new port in a theater to receive and process a 
large influx of equipment and supplies is critical during the initial stages of 
a military operation, ranging from humanitarian missions to mqjor combat 
operations. A rapid port opening capability provides the joint force 
commander with an expeditionary force to conduct an airfield or 
distribution assessment, establish initial command and control, set up 
critical in-transit visibility and communications systems, and establish 
movement control over distribution operations. However, in the early 
stages of Operation Inuji Freedom, U.S. forces did not deploy a sufficient 
port opening capability that was needed in Kuwait to successfully 
establish initial supply and distribution operations. For example, we have 
previously reported that because DOD’s priority was for combat forces to 
move into the theater first, logistics support forces to establish an initial 
theater distribution system were either deleted from the deployment plan 
or shifted back in the deployment timeline.® As a result, logistics 
personnel could not effectively support the increasing numbers of combat 
troops moving into theater, and the shortage of logistics support resulted 
in delays in the processing of supplies as well as backlogs. According to 
Army officials, these early decisions regarding port opening capabilities 
led to problems in sustaining a large influx and flow of materiel during 
early operations. The Army’s deployed port opening capability could not 
support more than a brigade-sized element, which resulted in a number of 
theater distribution problems. 


DOD Has Established a New To improve DOD’s rapid port-opening capability, U.S. Transportation 
Port Opening Unit Command began developing the Joint Task Force-Port Opening initiative 

in 2005, and the Secretary of Defense approved a standing Execution 


®GAO-04-305R and GAO-05-776. 
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Order for the initiative in May 2006. As the Distribution Process Owner, 
U.S. Transportation Command wanted a capability to rapidly extend the 
distribution network into a theater and facilitate theater distribution. The 
mission of the joint task force is to rapidly open a port and manage initial 
distribution operations. Joint Task Force-Port Opening is comprised of air 
and surface elements that train and work together, are deployable in 12 
hours, and are to be deployed for approximately 45-60 days before being 
replaced by follow-on forces. According to U.S. Transportation Command, 
Joint Task Force-Port Opening is designed to rapidly establish and initially 
operate a port, facilitating more effective movement of materiel within the 
theater by arranging cargo Just off the airfield in a logical pattern and 
creating a forward distribution point, or node,“ within 10 kilometers. The 
capability was initially validated for an aerial port of debarkation, and 
development of a similar capability for a seaport of debarkation has 
begun.** Joint Task Force-Port Opening bypassed the Joint Capabilities 
Integration and Development System process initially but is now going 
through an accelerated review.*® U.S. Transportation Command’s goal is to 
have three Joint Task Force-Port Opening units, each comprised of an air 
and a surface element, which would facilitate a cycle allowing for an 
active, a training, and a reconstituting unit at any given time. Currently, 
there is one surface element at Fort Dix, New Jersey, that is staffed by 
individuals from multiple Army Reserve units and filled through a request 
for forces that was originally set to expire in June 2007. The air element is 
provided by the Air Force’s existing Contingency Response Groups, and 
the current group is located at McGuire Air Force Base, New Jersey, near 
the surface element at Fort Dix. 


“a distribution node exists wherever materiel arrives in the distribution system via 
transportation assets such as air, surface, or ground transport. 

**According to U.S. Transportation Command, the Joint Task Force-Port Opening seaport 
of debarkation team is in the final stages of staffing its concept of operations for U.S. 
Transportation Command components, U.S. Joint Forces Command, the Joint Staff, and 
the services. The concept has also been briefed to the geographic combatant commanders' 
staffs, U.S. Transportation Command officials stated that planning and development of the 
seaport of debarkation training concept and force sourcing activities began m April 2007, 
with a goal of having forces to train by late summer of 2007. 

*®DOD uses the Joint C^abilities Integration and Deveiopment System as an analytical 
process to identify, assess, and prioritize joint military requirements in support of the Joint 
Requirements Oversight Council and its Factional Capabilities Boards. TTie purpose of the 
analysis process is to identify cap^ility gaps and redundancies, determine the attributes of 
a capabili^ or combination of cap^ilities that would resolve the gaps, identify approaches 
for implementation, and assess the cost and operational effectiveness of the Joint force for 
each of the identified approaches. 
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Army Officials Have Raised During our field visits with combatant commands and the military 
Concerns About the Port services, we found that while there was agreement on the need for an 

Opening Unit effective port-opening capability, DOD components had differing views on 

how to address the shortfall in this capability that became apparent during 
Operation Iraqi FVeedom. In particular, senior Army officials we 
interviewed — ^to include officials at the Office of the Deputy Chief of Staff 
for Logistics, Army Reserve, and Army Combined Arms Support 
Command— expressed concerns regarding (1) the potential redundancy 
between the Joint Task Force-Port Opening initiative and their own 
service-led efforts, (2) the personnel resources devoted to the task force, 
and (3) command and control issues. Until the challenges associated with 
implementing this initiative are resolved, DOD will continue to struggle to 
develop and implement an effective and integrated port opening 
capability. 

Army officials questioned the need for Joint Task Force-Port Opening in 
view of existing and emerging capabilities within the Army. Some Army 
officieds we interviewed asserted that the Army already has an adequate 
port opening capability but it was not deployed properly during the initial 
stages of Operation Iraqi Freedom.®® These officials consider Joint Task 
Force-Port Opening to be redundant of existing capabilities. Other Army 
officials stated that while DOD’s port opening capability has been 
deficient, the Army’s ongoing efforts to enhance its expeditionary theater 
opening capability will address this shortfall. Military officials have said 
that the Army’s expeditionary theater opening capability extends beyond 
the early entry capability of Joint Task Force-Port Opening, and includes a 
range of key capabilities critical to larger theater opening efforts. In the 
view of Army officials, port opening is a subset of this larger effort, and 
consequently Joint Task Force-Port Opening will ultimately fall short of 
the capability they believe is required and will need to be integrated into a 
larger theater opening framework. Army officials also had some concerns 
about the effectiveness of Joint Task Force-Port Opening across the range 
of military operations. Some officials noted that Joint Task Force-Port 
Opening could become quickly overwhelmed by a large operation and that 
additional Army logistics personnel would have to be deployed to 
supplement the task force’s operations. 


^®Marine Corps officials noted that their service has its own port opening capability through 
its special purpose Marine Air-Ground Task Forces. 
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A second area of concern to Army officials is the personnel requirements 
to staff the Joint Task Force-Port Opening surface element. Army officials 
told us they were unable to use active duty personnel to fill the surface 
element due to commitments to other operations, so they turned to the 
reserve component to fill these positions. However, Army Reserve officials 
have questioned the sustainability of the task force using reservists. These 
officials noted that placing Army Reserve personnel on standby for 
potential Joint Task Force-Port Opening deployment uses up the 
mobilization time of these reservists without actually deploying the force. 
The Secretaiy of Defense recently extended the provisional status of Joint 
Task Force-Port Opening due to competing priorities for funding and 
personnel. As a result, the Army Reserve will continue the interim 
manning arrangement of the task force until the summer of 2008 rather 
than the summer of 2007 as initially planned. 

A final area of concern that emerged from our discussions with Army 
officials was command and control over Joint Task Force-Port Opening. 
Army officials raised questions about who would have the authority to 
deploy the task force and who would direct its operations once it deploys. 
According to Army officials, such command and control issues must be 
resolved before Joint Task Force-Port Opening can be effectively 
integrated into military operations. A theater opening exercise conducted 
by the Army in November 2006 revealed that these issues had not been 
resolved. U.S. Transportation Command officials, however, do not identify 
command and control as an issue regarding the task force. They have 
stated that the Commander, U.S. Transportation Command, would have 
the authority to direct the Joint Task Force-Port Opening into the theater 
and that the joint force commander may exert command and control while 
the unit is deployed. 


DOD Has Taken Steps to 
Improve Supply 
Distribution, but Asset 
Visibility and Container 
Management Challenges 
Remain 


DOD has taken steps to improve the management of supplies moving 
across the distribution system, particularly through the creation of Joint 
Deployment Distribution Operations Centers, but challenges remain in 
achieving asset visibility across the theater and in managing containers. 
We have previously reported that the defense logistics systems used by 
various components to order, track, and account for supplies are not well 
integrated and do not provide the information needed to effectively 
manage theater distribution and provide asset visibility.^^ Limitations in 


^GACM)5-775. 
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these capabilities have led to difficulties in the logistics planning process 
and the creation of potential double orders for the same supply part, and 
could impact readiness of forces. 

DOD Has Established Joint To address deficiencies in the management of theater supply distribution, 

Operations Centers in the DOD has created Joint Deployment Distribution Operations Centers within 

Geographic Combatant the geographic combatant commands. The mission of the operations 

Commands centers is to improve intertheater and intratheater supply distribution by 

integrating the flow of military forces and supplies and materiel to sustain 
U.S. forces. The operations centers are designed to incorporate 
representatives from DOD components, such as U.S. Transportation 
Command, DLA, and the military services, who can provide a 
knowledgeable connection to logistics supply centers in the United States 
and facilitate the distribution of supplies to the theater. According to DOD 
officials, the Joint Staff and U.S, Joint Forces Command are currently 
working to incorporate the operations centers into joint doctrine, which 
will result in updating numerous existing DOD publications. 

Initiated by U.S. Transportation Command, the first Joint Deployment 
Distribution Operations Center was established in Kuwait under U.S. 
Central Command. In addition to managing the coordination between 
services and logistics agencies and improving asset visibility as supplies 
enter the theater, operations center personnel also analyze distribution 
problems, identify causes, and propose solutions. DOD officials have 
stated that the operations center was successful at improving the 
management of supplies moving across the distribution system and 
achieving cost savings. For example, U.S. Transportation Command 
officials said the operations center was responsible for shifting from the 
use of airlift to sealift to transport supplies, which reduces costly airlift 
requirements and frees up airlift capacity; coordinating the movement of 
personnel from their point of origin to final destination rather than 
through intermediate locations with time-consuming layovers (a concept 
referred to as “single ticket"); and improving distribution management by 
facilitating the use of pure-packed pallets and containers,® developing a 
container management plan, and improving the return of Army materiel 
from the theater. According to data provided by U.S. Transportation 
Command, the activities of the Joint Deployment Distribution Operations 
Center have resulted in total cost avoidance and savings of $343 million 
between fiscal years 2004 and 2007. 


®Pure-packing is the consolidation of cargo for shipment to a single user. 
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On the basis of the successes attributed to the Joint Deployment 
Distribution Operations Center in Kuwait, DOD established new 
operations centers in the other geographic combatant commands. The 
size, structure, and organizational placement of these operations centers 
vary across the combatant commands. For example, the U.S. Central and 
European Commands have the largest operations centers, with 
approximately 60 and 55 personnel, respectively. The other centers are 
considerably smaller with a core staff ranging from 7 to 12 personnel. 
However, the operations centers are considered “scaleable” — that is, they 
can be increased in size as needed to support a military exercise or 
operation. 

Lack of System Interoperability Senior military commanders in Kuwait told us that despite the benefits 

Has Impeded Asset Visibility obtained from the Joint Deployment Distribution Operations Center, 

effective management of supply distribution across the theater has been 
hindered by ongoing challenges in achieving asset visibility. They 
attributed these challenges to a lack of interoperability among information 
technology systems, making it difficult to obtain timely and accurate 
information on assets in the theater. Interoperability refers to the ability of 
different systems to communicate effectively, including sharing 
information. Interoperable systems providing effective asset visibility can 
enable commanders and logisticians to have a common operating picture 
concerning the location, status, and identity of equipment and supplies 
across a theater. According to DOD doctrine, asset visibility across the 
supply chain and a common operating picture are both key enablers for 
joint theater logistics. In our previous reports, we stated that DOD lacks 
the systems integration necessary to provide total asset visibility because 
of the duplicative and stovepiped nature of DOD’s systems environment.® 

During our field visit to Kuwait, officials from the 377th Theater Support 
Command and 143rd Transportation Command said they must use manual 
workarounds to overcome the problems caused by noninteroperable 
information systems. These officials estimate that their staff spends half 
their time pulling data from information systems, e-mailing it around for 
validation or coordination, consolidating it on a spreadsheet, and 
analyzing it to make management decisions. In January 2007, a joint 
assessment conducted by several DOD components at Camp Arifjan, 


®GAO, Dejense Inventory: Improvements Needed in DOD's Implementation of Its Long- 
Term Strategy for Total Asset Visibiliiy of Its Inventory, GAO-05-15 (Washington, D.C.: 
Dec. 6, 2004) and GAO, DOD Business Systems Modernization: Billions Being Invested 
without Adequate Overs^ht, GAO-05-381 (Washington, D.C.: Apr. 29, 2005). 
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Kuwait, found that information technology capabilities need to be 
improved to achieve visibility of materiel in transit and of transportation 
resources required to optimize distribution. The assessment reported that 
separate movement control battalions in Kuwait and Iraq use both 
automated and handwritten transportation movement requests to track air 
and ground movements. Cor\sequently, to capture the total theater 
movement picture, both movement control battalions must consolidate 
manual and automated data into spreadsheets. Neither movement 
battalion has total visibility over what is occurring in both Kuwait and Iraq. 
Nor do they have total visibility of the surface transportation resources 
necessary to optimize the distribution of resources. The movement control 
battalions use e-mail on a daily basis to coordinate each other’s projected 
movement requests and planned commitment of transportation assets. 

Problems With Container DOD also has challenges with container management that hinder asset 

Management Have Continued visibility and impede its ability to effectively manage logistics operations 
and costs. These challenges include (1) the application of radio frequency 
identification technology on containers in the supply chain, (2) 
compliance with container management processes, and (3) the return of 
commercial containers to maritime carriers. We discussed some of these 
same problems in a prior report.® 

Most supply items shipped by surface ships, excluding large end items 
such as vehicles, are consolidated and packed into 20- or 40-foot sea-land 
containers (such as those shown in fig. 2) that are owned by the 
government or commercial maritime carriers. 


®GAO-04-305n. 
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Figure 2: Military Storage Containers in Kuwait (October 2006) 



Soure« QAO. 


[n 2004, the Under Secretary of Defense (Acquisition, Technology, and 
Logistics) directed the use of active radio frequency identification 
technology®' on all consolidated shipments moving to, from, or between 
overseas locations. Th^e shipments are to be tagged in order to provide 
global in-transit visibility. U.S. Central Ck>mmand has emphasized the need 
to use radio frequency technology to improve asset visibility in Iraq and 
Afghanistan. In January 2005, the Commander, Coalition Forces Land 
Component Command, directed that all containers moving to, from, and 
within the theater have active radio frequency tags written with complete 
contents detail. However, more than a year later, inadequately tagged 
containers continued to move throughout the theater. Consequently, the 


®‘Radio frequency identification technology is a data input astern that consists of (1) a 
transponder, generally referred to as a tag; (2) a Ka% re^er, also known as an interrogator, 
that reads the tag using a radio signal; (3) centralized data processing equipment; and (4) a 
method of communication between the reader and the computer. The interrogator sends a 
signal to the tag, prompting the tag to respond. The battery-powered tag sends a signal to 
the interrogator with information ^out the container, pallet, or item to which it is 
attached. The information is forwarded to the central data processing equipment where it 
is stored and can be used to provide visibility over inventory items as they move 
throughout the supply chain. 
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Commander issued an updated radio frequency tag policy in October 2006, 
instituting a phased-in approach for compliance according to the following 
timeline: 50 percent compliance by November 1, 2006j 75 percent by 
December 1, 2006; and 100 percent by January 1, 2007. However, despite 
this updated poliQf, inadequate radio frequency tagging of containers 
continues to be a problem. 

U.S Central Command officials, including general officers, identified a 
number of reasons why DOD continues to struggle with the application of 
radio frequency identification technology in the theater supply chain. 

Some problems include shipping containers without radio frequency tags 
or with tags that are broken, tags with incorrect information, or tags that 
are rewritten but not cross-referenced to the original shipping information. 
Based on tracking charts from the Container Management Element,^ from 
the period of August 15, 2006, to April 9, 2007, 15 percent of the containers 
that passed northbound through the NAVISTAR®’ distribution point had no 
radio frequency tag. Another 20 percent of the containers had broken tags 
or tags that did not match the container contents.®^ In addition, a radio 
frequency tag must be created to have the container’s shipping information 
and contents entered into an inventory software system that then uploads 
the information to the DOD in-transit visibility server. When a container 
moves between transportation nodes — the airport, seaport, Army general 
support warehouse, Consolidation Receiving and Shipping Point, Defense 
Distribution Depot, Theater Consolidation and Shipping Point, NAVISTAR, 
or forward-located nodes in Iraq — it might require creating a new tag to 
upload new information to the in-transit visibility server. A container may 
require a new tag if its current lag is broken or found to contain inaccurate 
data or when a container is opened and repacked. The problem arises 
when the new radio frequency lag, with its newly generated number that is 
assigned by the local inventory software system, does not reference back 
to the original tag number. As a result, the requesting customer might look 
up the original tracking number in the in-transit visibility server and no 
longer have visibility of the shipment. 


^^This element is under the Joint Deployment Distribution Operations Center. 
^NAVISTAR is the point of crossing from Kuwait into Iraq. 

^tyhese averages exclude a gap from November 13 through November 30, 2006, for which 
no data are available. 
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NoncompUance with corUainer management processes established by U.S. 
Central Command can limit asset visibility of supplies. Officials in U.S. 
Central Command’s Container Management Element use an Army Web- 
based central database to track container ownership, location, condition, 
and use, and to provide visibility of all containers in theater. For the 
system to effectively track containers, the containers must be properly “in- 
gated” — recorded entering a transportation node — and “out-gated” — 
recorded leaving a transportation node. In a process similar to the 
commercial shipper tracking systems used by United Parcel Service or 
Federal Express, a container is in-gated when it first arrives at a location 
to document that it has been received, according to Container 
Management Element officials. Upon departure from that location, the 
container is out-gated to indicate that it has been shipped. Container 
Management Element officials stated that the failure of transportation 
nodes to properly in-gate and out-gate containers as they pass through 
distribution channels is a significant problem hampering asset visibility in 
theater because tagged containers can become “lost” in theater, with no 
one able to track the location of the container or its contents. In addition, 
if the container is commercially owned and not returned to the carrier 
within a specified time period, detention charges begin accumulating. 

In the early stages of Operation Iraqi Freedom, commercial containers 
were flowing into the theater but were not always tracked once in Iraq, 
and many of the commercial containers moving into Iraq were not quickly 
returned to maritime carriers.^ In July 2005, the Army Audit Agency 
reported that container detention charges were continuing to accrue at 
about $15 million per month. ” To improve management and 
accountability over containers and to address the growing detention 
charges, U.S. Transportation Command and the Military Surface 
Deployment and Distribution Command developed a theater container 
management process and established the Container Management 
Element — a unit responsible for tracking and providing management 
oversight of containers in the theater. In addition, the Army decided to 
purchase ('T>uy out”) commercial containers to reduce monthly detention 


^®Containers were not returned for a number of reasons, primarily because the military’s 
resources were dedicated to tactical operations and because soldiers resourcefully made 
use of empty containers for such purposes as storage, perimeter barriers, and housing. 

®*U.S. Army Audit Agency: Asset Visibility and Container Managemen t — Operation Iraqi 
Freedom, Audit Report: A-2005-0197-ALE (Alexandria, V'a.: July 5, 2005), As of May 2004, 
only 6 of the 37 transportation nodes in Iraq could read radio frequency tags. 
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charges. According to information provided by the Military Surface 
Deployment and Distribution Command, the Army had purchased 
approximately 28,832 containers at a total cost of approximately 
$203 million, as of December 2006. Container Management Element 
officials told us that through a combination of container buyouts and 
increased oversight, detention charges decreased from approximately 
$10.7 million per month in December 2005 to $3.7 million per month in 
October 2006. 

Although DOD has been able to reduce monthly detention charges on 
commercial containers, it is still experiencing problems with retaining 
visibility over containers. As of April 30, 2007, the centra contciiner 
database showed that 54,390 containers — or more than one-third of all 
containers in the U.S. Central Command theater — ^were considered to be 
lost. Furthermore, according to container management officials, DOD’s 
problem with commercial container detention charges is shifting from Iraq 
to Afghanistan. Efforts to curtail the movement of (commercial containers 
into Iraq have been largely successful, according to information provided 
by container management officials. For example, of the 13,440 containers 
sent to Iraq from June 6, 2006, to October 17, 2006, only 19 were 
commercially owned. However, 4,901 (85 percent) of the 5,752 containers 
sent into Afghanistan during the same period were commercial containers. 
Container buyout data for December 2006— the most recent data 
available — show that 4,748 (67 percent) of the 7,038 containers purchased 
were in Afghanistan. According to container management officials, this 
problem stems from a general shortage of government-owned containers 
in the theater and the lack of a container transloading operation for 
materiel shipped into Afghanistan that would be similar to the one at the 
port of Kuwait for materiel going to Iraq.*^ Items being shipped by sea to 
Afghanistan enter through the port of Karachi in Pakistan since 
Afghanistan is landlocked. According to container management officials, 
establishing a transloading operation in Pakistan would be difficult 
because of restrictions placed on U.S. military personnel in Pakistan. 

These officials said that commercial containers en route to Afghanistan 
begin to accumulate detention charges prior to reaching their final 
destination because of the time required for trucks to cover the difficult 
inland route. 


^^Transloading is the unloading of a commercially owned container and repacking its 
contents into a government-owned container. 
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Separate Organizations 
Are Being Established to 
Coordinate Surface 
Transportation 


DOD components have initiatives underway to better coordinate the 
surface transportation of supply items that are distributed across a 
military theater of operations, but these efforts face challenges to their 
implementation and may duplicate some functions. During the initial 
phase of Operation Iraqi Freedom, DOD faced problems with prioritizing 
and managing its transportation assets across the theater. According to a 
2005 RAND study,®* U.S. forces suffered from both a shortage of 
transportation assets — ^primarily trucks — and the fragmented control and 
management of these assets across the different echelons of theater 
command. While RAND reported that exact data on the total truck 
shortage were not available, the estimated ratio of Army personnel to 
medium truck equivalents was 194 to 1 at the beginning of Operation Iraqi 
Freedom compared to approximately 73 to 1 in Operation Desert Storm. In 
addition, the distances from logistics operating bases to support combat 
operations were greater — 344 miles to Baghdad, versus 210 miles to the 
farthest incursion during Operation Desert Storm. The Army Division 
Support Command, Corps Support Command, Area Support Group, and 
Theater Support Command each controlled a portion of the truck assets 
within the theater. Consequently, there was no single distribution 
organization to advocate for truck assets during the force planning 
process, which may account for the shortage of trucks, and no single 
organization deployed in theater with the authority to rebalance 
transportation assets across the theater and integrate and synchronize the 
surface deployment and distribution movements in support of the 
commander’s priorities. 


Sustainment Commands and 
Surface Mobility Directorate 
Are Aimed at Coordinating 
Surface Transportation 


The Army and U.S. Transportation Command have separate initiatives 
aimed at addressing these surface transportation problems. As part of its 
modular transformation, the Army is creating new organizations — ^Theater 
Sustainment Commands and Expeditionary Sustainment Commands — that 
are aimed in part at centralizing control over Army surface transportation 
assets within a theater of operations. Under the Army’s emerging 
sustainment doctrine, the objective of the Theater Sustainment Command 
is to provide the Army with a single headquarters responsible for 
operational command and control of logistics operations throughout the 
theater. Its functions include theater opening, materiel management, and 
distribution. This command would typically operate in a rear area away 


®*RAND Corporation, SustainTnent of Army Forces in Operation Iraqi Freedom: 
Battlefield Logistics and Effects on Operations, Contract No. DASWOl-C-0003 (Santa 
Monica, Calif.: 2005). 
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from frontline militaiy operations. Theater Sustainment Commands 
replace the Army’s existing Theater Support Commands and are designed 
to plan, prepare, r£g>idly deploy, and execute operational logistics within 
the theater of operations.® Expeditionary Sustainment Commands, a 
forward extension of the Theater Sustainment Commands, have a primary 
role of managing regional logistics operations in support of the joint task 
force commander. According to U.S. Central Command officials, the 1st 
Theater Sustainment Command and the 316th Expeditionary Sustainment 
Command are scheduled to deploy to Kuwait and Iraq, respectively, in the 
summer of 2007. In addition, the 8th Theater Sustainment Command has 
been established in U.S. Pacific Command, Hawaii, and the 19th 
Expeditionary Sustainment Command is operational in Korea. 

In a separate initiative, U.S. Transportation Command created a new 
organization, the Director of Mobility Forces-Surface, to integrate surface 
deployment and distribution priorities set by the joint force commander. 
According to U.S. Trarvsportation Command, this initiative will enable 
DOD to better synchronize and direct the movement and coordination of 
surface transportation resources to ensure uninterrupted distribution of 
materiel from air and sea ports of debarkation to destinations within the 
theater. In addition, U.S. Transportation Command officials believe that 
theater surface distribution win benefit from establishing an organization 
that has a capability similar to that provided by the Director of Mobility 
Forces-Air for theater air distribution.*" The proposed responsibilities of 
the Director of Mobility Forces-Surface include coordinating, prioritizing, 
and executing surface transportation movement requests. In Kuwait, U.S. 
Transportation Command and U.S. Central Command established a pilot 
Director of Mobility Forces-Surface in August 2006 and completed an 
initial assessment of the pilot in February 2007. In addition, this initiative 
has been tested during exercises in Korea, most recently in March 2007. 


^Certain subordinate command elements under the replaced Theater Support Command 
also will be eliminated, such as the Transportation Conunand, Transportation Command 
Element, and Transportation Group. The Division Support Command, Corps Support 
Command, and Area Support Group have also been eliminated from the Army force 
structure. 

*"According to U.S. Transportation Command officials, after Operation Desert 
Shield/Desert Storm the Air Force realized that it did not have the right mix of skills and 
capabilities to integrate the air mobility mission into the combined air operatiorus center of 
the ccanbined joint forces air component command. In re^onse, the Air Force developed 
the air mobility division and its command structure, including the Director of Mobility 
Forces-Air, to provide this strertegic-to-theater integration of distribution. 
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Initiatives Face Implementation The Army and U.S. Transportation Command face a number of challenges 
Challenges the implementation of their initiatives. While the Army’s Theater and 

Ejq)editionary Sustainment Commands were designed to be the single 
headquarters responsible for operational command and control of logistics 
operations throughout the theater, the fragmentation of logistics 
operations in theater may hinder it from achieving this objective. More 
specifically, according to U.S. Central Command officials, the 1st Theater 
Sustainment Command will be placed under the Commander, Coalition 
Forces Land Component, in Kuwait. As the forward extension to Theater 
Sustainment Commands, Expeditionary Sustainment Commands are 
designed to operate under the command and support of the Theater 
Sustainment Command in order to provide a single command for logistics 
theaterwide. However, according to U.S. Central Command officials, the 
deployment order for the 316th Expeditionary Sustainment Command has 
placed it under the operational control of the Commander, Multi-National 
Forces-Iraq. While still attached to the 1st Theater Sustainment Command, 
the placement of the 316th Expeditionary Sustainment Command under 
Multi-National Forces-Iraq will likely continue the fragmentation of 
logistics operations like surface distribution that the new command 
structure was designed to eliminate. The Commander, Coalition Forces 
Land Component, is a (Three Star) Lieutenant General, and the 
Commander, Multi-National Forces-Iraq, is a (Four Star) General and the 
highest ranking officer in the theater, responsible for U.S. operations in 
Iraq, As a result, the 1st Theater Sustainment Command will likely be 
responsible for logistics operations in Kuwait and the rest of the theater, 
while the 316th Expeditionary Sustainment Command will be responsible 
for logistics operations in Iraq. In addition, the 19th E^q^editionaiy 
Sustainment Command in Daegu, South Korea, is under the operational 
control of the Commander, U.S. Forces Korea, rather than the 8th Theater 
Sustainment Command in U.S. Pacific Command, Hawaii. The deployment 
of these new Army logistics support units under command and control 
structures that differ from their original design raises questions about the 
efficacy of the emerging Army sustainment command doctrine and its 
general applicability to joint military operations conducted within a 
combatant command theater. 

Army officials also raised concerns about whether the sustainment 
commands would have the information technology tools and personnel 
necessary to effectively and efficiently carry out their mission. They said 
these commands were designed to be smaller than their predecessors 
based on an assumption that certain information technology tools would 
be available to enable the cortunands to operate with fewer personnel. 
However, some of these information technology tools have experienced 
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problems during their development that have limited their capability or 
have delayed their fielding. For example: 

• The next generation Mobile Tracking System is a satellite tracking system 
for trucks that in its most advanced configuration is also able to read and 
relay information from radio frequency identification tags attached to 
containers and pallets traveling in a supply convoy. This technology could 
provide near real-time visibility and location data on supplies moving 
through the theater by surface transportation. However, the technology is 
expensive and few trucks are equipped with this latest configuration. 

• Battle Command Sustainment Support System processes a large amount of 
logistics data and can facilitate decision making by providing a means for 
commanders to determine the sustainability of current and planned 
operations. The system provides a capability for tracking supply convoys 
moving through an area of operation. However, it lacks the integration to 
produce and send a cargo manifest that can be linked to an in-transit 
visibility device for tracking. 

• TransLog Web was designed to serve as the single point of entry for 
transportation movement requests. This Web-based program could serve 
as a transportation planning and movement tracking tool to assist 
movement managers in coordinating supplies and transportation assets. 
However, the system (1) is not used by all movement control teams, 

(2) does not provide visibility of the cargo’s description beyond the supply 
class, and (3) does not feed information to the Global Transportation 
Network.^* 

• Transportation Coordinator’s Automated Information for Movements 
System II is expected to enhance and improve the efficiency and 
effectiveness of support planning needed to deploy and redeploy forces 
and equipment; improve the visibility of assets; and enhance cargo and 
passenger receiving, controlling, and shipping. However, the system is not 
scheduled to be hilly operational until around 2010, and while the Army 
justified the system based on its joint service application, two services (the 


**The Global Transportation Network is DOD’s designated in-transit visibility system that 
collects, integrates, and distributes transportation information to combat^t commanders, 
the military services, and other DOD customers and provides U.S. Transportation 
Command with the ability to perform command and control operations, planning and 
analysis, and business operations in tailoring customer requirements throughout the 
requirements process. 
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Air Force and the Marine Corps) have stated that they do not intend to use 
it." 

According to Anny officials, the shortcomings in available information 
tools have resulted in the need for additional staff in the sustainment 
commands. They explained that problems with data and a lack of system 
interoperability have required the commands to use manual, ad hoc 
techniques to validate, coordinate, and analyze data for decision making, 
and these efforts are cumbersome and manpower intensive. In Kuwait, the 
377th Theater Support Command, including subordinate commands such 
as the 143rd Transportation Command, controlled an organization of 
several thousand personnel. By comparison, the Theater Sustainment 
Command that will replace it was designed to be staffed with several 
hundred people. According to Army officials, if the Army had all the 
information technology tools in place that have been promised and 
factored into the design of the new sustainment commands, it might be 
possible to accomplish its mission with the smaller staff. To meet the 
additional personnel requirements of the sustaimnent commands, U.S. 
Central Command issued a request for additional forces, which increased 
Theater Sustainment Command staffing from 155 to 461 persormel and 
Expeditionary Sustainment Command staffing from 254 to 378 personnel. 
Furthermore, Army officials noted that the leaner staffing of the new 
commands places a premium on obtaining personnel with the right 
expertise and skills. For example, assigned staff will need to be fully 
networked with the national inventory control points, able to quickly 
develop support relationships, and determine the best method of meeting 
requirements. They must be proficient in tapping into the Army’s standard 
supply system, prepositioned stocks, host nation support, and contracting. 
The officials expressed some concern about the probability of getting 
personnel with those skills and expertise on a recurring rotational basis. 

The Director of Mobility Forces-Surface has also faced implementation 
challenges. Duririg exercises in Korea, the new organization has had 
difficulty establishing its position within the U. S. Forces Korea and 
Combined Forces Command structure. In each exercise, the directorate 
has been placed under a different organization. For example, it has been 
tested under the operational control of the Joint Force Support 


AO, DOD Systems Modernisation: Uncertain Joint Use and Marginal Expected Value 
of Military Asset Deployment System Warrant Reassessment of Planned Investment, 
GAO-06-171 (Washington. D.C.: Dec. 15, 2005). 
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Component Command and in the Joint Operations Fusion Center. U.S. 
Forces Korea officials said that finding the proper niche for Director of 
Mobility Forces-Surface is ftirther complicated because the South Korean 
military is responsible for surface mobility of the Combined Forces on the 
Korean peninsula. During the 2007 exercise, the directorate was placed in 
the Combined Transportation Movement Center, which is co-chaired by 
the South Korean military. 

Moreover, the iiutial assessment of the Director of Mobility Forces-Surface 
pilot in Kuwait by U.S. Transportation Command and U.S. Central 
Command indicated that the initiative faces a number of challenges related 
to (1) command and control, (2) availability of information technology 
tools, (3) securing persomiel with the expertise and knowledge to use the 
information technology tools that are available, and (4) potential 
duplication of responsibilities with other Army organizations. More 
specifically, the assessment found that while the pilot had made progress, 
the Director of Mobility Forces-Surface; 

• was assigned to the Coalition Forces Land Component Commander, 
whose authority is currently restricted to the Kuwait Joint Operations 
Area, which impedes a U.S. Central Command-wide focus on surface 
distribution; 

• lacked adequate information technology tools to ensure the visibility of 
materiel in transit and availability of surface transportation assets required 
to optimize surface distribution across the theater; 

« lacked personnel with the right skill sets or training to take advantage of 
the technology tools that were available; and 

• provided functions that could overlap with those of the Army’s 1st 
Theater Sustainment Command. 

Regarding this last point, an Army analysis also showed a potential for 
duplication of efforts. Specifically, the Army reviewed 123 proposed 
responsibilities of the Director of Mobility Forces-Surface and found that 
most of the responsibilities are covered by the Army’s sustainment 
commands and service component commands. The Army’s analysis 
showed that most other proposed Director of Mobility Forces-Surface 
responsibilities were covered by the geographic combatant command. 

The U.S. Transportation Command and U.S. Central Command’s 
assessment also noted that “unity of effort” with regard to the Director of 
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Mobility Forces-Surface was lacking and that some key senior leadere had 
not yet embraced the initiative’s capabilities. In response to the 
assessment, U,S. Central Conmiand discontinued the pilot in May 2007, 
until some of these issues are resolved. 


Consolidated Storage and 
Shipping Arrangements 
Have Been Implemented 
on a Limited Scale 


DOD components have begun several initiatives to consolidate storage and 
shipping sites located in a joint theater, but these efforts have been 
implemented on a limited scale and we found potential opportunities for 
further consolidation during our fieldwork in Kuwait DOD currently uses 
multiple storage and shipping sites within a theater to supply items to its 
customers. In some cases, these sites may carry the same supply items and 
ship to the same customers. Operating multiple sites requires additional 
facilities, personnel, contract services, and inventories and also results in 
extra movements of stock, inefficient use of surface and air distribution 
assets, increased opportunities for information processing errors, and the 
loss of asset visibility. Consolidating storage and shipping arrangements 
can help address these supply chain problems while at the same time 
reducing DOD’s logistics footprint. 


Consolidated Storage and has developed initiatives to consolidate and improve storage and 

Shipping Initiatives shipping of materiel, including Node Management and Deployable Depot, 

Joint Regional Inventoiy and Material Management, and Theater 
Consolidation and Shipping Point. Node Management and Deployable 
Depot is a DLA initiative to develop a small-scale, rapidly deployable 
distribution center that has the capability to provide consolidated 
shipping, receiving, cross-docking, storage, communication, and order 
processing. The initiative, which is in the early stages of development and 
testing, is aimed at improving the flow of logistics information iong the 
supply chain and also providing efficient physical management of materiel 
in the theater of operations. To deploy this capability to a theater, DLA 
would send trained personnel, information technology systems, portable 
structures, and materiel handling equipment. DLA is collaborating with 
U.S. Transportation Command to establish a close association between 
Node Management and Deployable Depot and Joint Task Force-Port 
Opening. Supply items off-loaded by the port opening unit could be moved 
to the DLA depot located within 10 kilometers away. The two 
organizations plan to write this relationship into the concepts of 
operations for both initiatives. U.S. Pacific Command is the operational 
manager for Node Management and Deployable Depot, providing the 
location for upcoming exercises to prepare for operations that would be 
carried out in an austere location. The irutiative is currently undergoing 
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tests of both its information technology and materiel management 
capabilities. 

A second consolidation initiative is Joint Regional Inventory and Material 
Management, which is aimed at strernilining the storage and distribution 
of common items for multiple military service locations in a region from a 
DLA hub. The objectives of Joint Regional Inventory and Material 
Management include eliminating duplicate materiel handling and inventory 
layers. The pilot program for the Joint Regional Inventory and Material 
Management initiative in Hawaii has been completed and shows promise 
to improve joint theater logistics, but some funding and metrics issues are 
still being addressed. DOD has met key milestones in this initiative, and 
officials in U.S. Pacific Command reported that they had reduced 
redundant service-manned inventories, the number of times they handle 
parts, and customer wait times over the course of the pilot. When the 
services stock fewer items, they also have more efficiency in storage, and 
U.S. Pacific Command officials estimated that the services had reduced 
their inventory levels by more than $10 million.*® A related activity 
included in the initiative is the development of a Web site for hazardous 
materials that would allow the services to share and view data on available 
hazardous inventories, enabling them to make arrangements with the 
other services to reuse items and save on waste disposal costs. Another 
related activity is an ongoing effort to establish a joint shipment manager 
to provide expedited and scheduled deliveries to move items from the DLA 
hub to the requesting units. U.S. Pacific Command officials told us that 
they plan to roll out Joint Regional Inventory and Material Management to 
other DLA depots in the command’s area of operations, and they plan to 
establish this anangement next in Okinawa and Guam. U.S. Pacific 
Command has established a working group that is addressing some issues 
such as tracking demand histories for multiple requests and deployed 
units and determining jq)propriate metrics to ensure that DLA has the 
assets available when the services require them. Officials we spoke with 
believe Joint Regional hiventory and Material Management has the 
potential to improve joint theater logistics by having common assete 
available close to where they are needed and under the control of DLA, 
freeing military service personnel to focus on service-specific assets and 
their warfighting missions. 


*®Stockage levels for Joint Regional Inventory and Material Management are based on the 
number of demands placed on a part per year, and a minimum of four demands was 
required for an item to be included in the pilot. 
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A third consolidation initiative we found during our review is the 
establishment of Theater Consolidation and Shipping Points. DLA, in 
coordination with the Army, has opened Theater Consolidation and 
Shipping Points wiUiin the U.S. European Command and U.S. Central 
Command geographic regions. The goal for these consolidated facilities is 
to improve ti\e overall efficiency and interoperability of materiel 
consolidation and shipping activities. The Theater Consolidation and 
Shipping Points operate under memoranda of agreement between DLA 
and each of these combatant commands. DLA is validating its template for 
the Theater Consolidation and Shipping Point, which is the first step in 
creating a doctrinal organization, according to DLA officials. 

The Theater Consolidation and Shipping Point in the U.S. European 
Command opened in October 2006, and is collocated at DLA’s Defense 
Distribution Depot-Europe in Germersheim, Germany. The creation of this 
consolidated activity was part of the Army’s plan for managing a reduction 
in personnel in Europe, which included divesting itself of noncore 
activities and focusing on its warfighting functions. The DLA organization 
took over distribution functions that had been performed by the Theater 
Distribution Center, which was operated by the Army’s 21st Theater 
Support Command at Panzer Kaseme, Germany. These functions include 
breaking bulk materiel for multiple customers, consolidating materiel for 
shipment to individual units, marking pallets and containers with radio 
frequency identification tags, and preparing them for onward shipment to 
customers. The Army agreed to fund the realignment of the Theater 
Distribution Center’s functions to DLA by transferring $1.6 million each 
fiscal year for fiscal years 2007 and 2008, and then realigning funding 
directly to DLA beginning in fiscal year 2009. According to the Commander 
of the Defense Distribution Depot-Europe, the Theater Consolidation and 
Shipping Point will serve as the primary conduit for theater sustainment 
distribution from multiple sources, including materiel entering the theater 
at Ramstein Air Base and the Germersheim Rhine River terminal. He said 
collocating the Theater Consolidation and Shipping Point with the DLA 
Defense Distribution Depot will improve the overall efficiency of theater 
distribution activities by making belter use of DLA’s existing distribution 
infrastructure, including its information technology systems, and will 
capitalize on DLA’s core competencies of receiving, storing, and shipping 
materiel. According to the Commander, specific benefits have included 
estimated annual cost savings of approximately $700,000 and a reduction 
in full-time equivalent employees from 56 to 19. At the time of our visit, the 
activity had been operating for less than a week; consequently, our review 
was limited to briefings and a tour of the operations and processes at the 
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facilities in Germersheim, Germany. Therefore, we did not validate the 
claimed benefits. 

In U.S. Central Command, the Theater Consolidation and Shipping Point 
was established in February 2006 when DLA took over theater distribution 
functions from an Army-operated Theater Distribution Center in Kuwait. 
The Theater Distribution Center had previously been relocated to Camp 
Ari^an from just outside Camp Doha when Camp Doha closed in 2005. 
According to DLA officials, the Army and DLA agreed to transfer 
operations to DLA in December 2005, and DLA began operations in 
February 2006. The facility is contractor-operated at an annual cost of 
approximately $7.9 million. The transfer of operations to DLA was aimed 
at capitalizing on the agency’s materiel consolidation and shipping 
expertise, streamlining the distribution process by linking the distribution 
depot and the consolidation and shipping operations under DLA 
management, and improving asset visibility by installing DLA’s standard 
distribution information system at the consolidation and shipping point. 

Additional Opportunities for During our fieldwork in Kuwait, we found that additional opportunities 
Consolidating Shipping and niay exist for consolidating storage and shipping activities. Unlike the 
Storage consolidation and shipping point in Europe, the Kuwait activity is not 

collocated with the DLA Defense Distribution Depot and therefore lacks 
the efficiencies from combining operations avail^le at the European 
activity. Moreover, the Army continues to operate a general support 
warehouse at Camp Arifian that is separate from the DLA Theater 
Consolidation and Shipping Point. Based on our visits to these facilities 
and discussions with officials, we believe there are potential opportunities 
to improve joint theater distribution processes and sustainment operations 
through further consolidation, relocation, and streamlining of disWbution 
operations and processes. Some potential improvements that might be 
achieved are: 

• reducing contract and contract administration costs; 

• maximizing use of pure pallets, thereby making more efficient use of airlift 
capability and reducing customer wait time; 

• eliminating redundant warehouse functions and substandard warehouse 
facilities; 

• freeing up government-owned containers for use in repacking materiel 
intended for units in Iraq; and 
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consolidating materiel processing points, thereby reducing the potential 
for errors in information technology and the loss of asset visibility. 

The DLA Defense Distribution Depot is a contractor-owned and operated 
facility located in the Mina Abdullah Complex, a private industrial park 
located approximately 14 kilometers outside Camp AriQan. The current 
annual contract cost for the distribution depot is approximately $37. 1 
million. The distribution depot carries out similar receiving, storage, 
packing, and shipping functions as the Theater Consolidation and Shipping 
Point, and these facilities serve the same customer base. For example, 
each facility pure packs air pallets to be flown out of Ali Al Salem Air Base 
to units in Iraq, Afghanistan, and the Horn of Africa According to the 
distribution depot director, the depot is having difficulty packing pure 
pallets to capacity and consequently is not maximizing use of airlift 
capability. The depot’s goal is to hold air pallets for up to 24 hours in 
hopes of packing a pure pallet. However, if the pallet is not completely 
pure packed within the 24-hour hold period, it must be airlifted anyway in 
order to meet customer wait time standards. DLA officials told us that by 
collocating the consolidation and shipping point with the distribution 
depot, they could more quickly build fewer and larger air pallets, which 
would maximize the use of airlift capacity and reduce customer wait time. 

The Army’s general support warehouse at Camp AiUjan also performs 
materiel receiving, storage, and shipping functions. The Army warehouse 
is in poor condition, is poorly lighted, and has little climate-controlled 
space. It operates at capacity and has some of its inventory stored outside 
in government-owned containers or on the bare ground and exposed to the 
elements (see fig. 3). The DLA Defense Distribution Depot, in contrast, 
appears to be a modem warehouse with approximately a million square 
feet of covered warehouse space, much of which is climate controlled, and 
another million square feet of hard surface (asphalt) outside storage space 
for containers (see fig. 4). 
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Figure 3: Views of Container and Yard Storage at Army General Support 
Warehouse, Camp Arifjan, Kuwait (October 2006) 



Soum. OAO. 
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Figure 4; Exterior and Interior Views of Warehouses at the DLA Distribution Depot, Kuwait (October 2006) 



Source' GAO. 
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According to DLA officials, the distribution depot has sufficient capacity 
to absorb the Army general support warehouse workload and already 
manages 920 Army-specific items. Consolidating the Army warehouse 
inventory at the DLA distribution depot would likely produce efficiencies 
through economies of scale, reducing the overall cost of receiving, storage, 
and shipping, and also eliminate the need to upgrade the substandard 
Army warehouse on Camp Arifian. Consolidating the Army general 
support inventory at the DLA depot would also free up government-owned 
containers currently used for general warehouse storage. Government- 
owned containers are needed to support seaport operations for repacking 
materiel to send to Iraq from commercial containers, and they are in short 
supply in Kuwait. 

U.S. Central Command has directed that only government-owned 
containers be sent into Iraq to prevent the accumulation of detention 
charges on commercial containers. According to 831st Transportation 
Battalion officials responsible for port operations, government-owned 
containers sent to Camp Arifian are seldom returned to the port to support 
container cross-loading operations. Army general support warehouse 
officials told us that when they are directed to give up government-owned 
containers to support port operations, they often have no place to put the 
materiel stored inside the container, which forces them to store some 
inventory on the bare ground. Having adequate space to store inventory at 
the DLA distribution depot would reduce the need to use government- 
owned containers as storage space, thereby supporting container cross- 
loading operations at the port, and would reduce the need to place 
inventory on the ground and exposed to the elements. 

The Army general support warehouse, DLA Theater Consolidation and 
Shipping Point, and DLA Defense Distribution Depot, Kuwait all exist to 
support essentially the same units in Iraq with regard to receiving, storing, 
and shipping sustainment materiel. According to DLA officials, 
consolidating these operations at the DLA Defense Distribution Depot 
would help to improve asset visibility by reducing the number of materiel 
processing points, and thereby the potential for errors in inputting data 
into information technology systems. Under such a consolidation, only one 
organization would be ^plying radio frequency identification tags to 
containers and entering data into the joint in-transit visibility systems, 
which are tasks that DLA officials consider to be among the agency’s core 
competencies. 

In discussing our observations with Coalition Forces Land Component 
Command officials, they generally agreed about the potential for 
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consolidating storage and shipping arrangements and stated that the 
conditions needed to be thoroughly assessed and workable 
recommendations developed. These officials noted two obstacles that 
would have to be overcome. First, the Army had already purchased its 
general support inventory and wanted to be reimbursed for inventory 
transferred back to DLA. Second, the Directorate of Security Plans and 
Operations, within the Army’s Area Support Group in Kuwait, had 
assessed the Mina Abdullah Complex as too great a security risk for 
relocating the operations from Camp AriQan. In January 2007, subsequent 
to our visit to Kuwait, the directorate completed a new force protection 
assessment of the Mina Abdullah Complex. According to DLA officials, 
this new assessment leaves open the possibility of moving the Theater 
Consolidation and Shipping Point and the Army general support 
warehouse to the distribution depot if certain deficiencies are adequately 
addressed. In March 2007, the DLA Defense Distribution Center directed a 
study team to conduct an analysis of m^or theater receipt, storage, and 
distribution nodes and processes in U.S. Central Command. In April 2007, 
the study team briefed the Distribution Process Owner Executive Board 
on the results of its assessment, which included recommendations to 
terminate the Theater Consobdation and Shipping Point contract and 
assume these functions at the defense distribution depot and to draw 
down inventory and operations at the Army general support warehouse at 
Camp AriQan. 


Command and Control 
Over Joint Logistics 
Functions Remains 
Unresolved 


Command and control over joint logistics functions has been a concern 
due to past challenges with directing and coordinating logistics resources 
and systems within a theater of operations. In past combat operations, 
Joint forces dispersed over a large area of operations placed significant 
demands on the ability of iJie joint force commander to provide, manage, 
and prioritize logistics support. For example, although the combatant 
commander has directive authority for logistics, existing capabilities and 
processes limit the ability to exercise this authority. In 1997, DOD 
identified command and control as a key focus area of joint theater 
logistics in order to prioritize and allocate scarce resources, determine 
how services can share existing assets and capabilities in theater, and 
eliminate redundancies and excess capabilities. Additionally, officials at 
U.S. Pacific Command explained that senior military leadere have 
indicated that they want a single point of contact for all logistics 
information in theater. Officials at U.S. Central Command stated that clear 
lines of command and control, in addition to improved asset visibiUty, are 
currently needed to advance joint theater logistics. 
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Several Commeind and Control The joint theater logistics initiatives we reviewed all include organizational 
Options Have Emerged structures intended to provide command and control over all or part of 

logistics functions under the combatant commander’s control. In addition 
to the initiatives discussed earlier in this report, U.S. Joint Forces 
Command is coordinating the Joint Experimental Deployment and 
Support initiative.** The objective of this initiative is to experiment with a 
range of command and control options that can provide logistics 
coordination, integration, and synchronization to meet the combatant 
commander’s priorities. The initiative builds upon DOD’s Joint 
Deployment Distribution Operations Center concept and progresses along 
a continuum to include more robust organizational options. According to 
U.S, Joint Forces Command, the different options in the continuum would 
allow a combatant commander to select a flexible capability and tailor it 
to suit the size and complexity of a mission. The options along this 
continuum are displayed in figure 5. 


**U.S. Joint Forces Coinmand is the DOD executive agent for joint warfighting 
experimentation, making it responsible for conducting joint experimentation on new 
warfighting concepts and disseminating the results of these activities to the joint concept 
community. 
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Figure 5: Continuum of Logistice Command and Control Options included in the 
Joint Experimental Deployment and Support initiative 


Combinecl'Coaiition Joint Force 
Support Component Command 
(Conceptuaf) 


Joinl Force Support Component 
Command {Untt^ States Forces. K 



ComPrnad Logistics 
Coordination Center 
(Conceptual) 


J«^nt D^k^ent Distribution 
Operations Center Rus (U.S. 
European Cormnand) 


;ed/Er\hancad J4 
i.S. Pacific Command) 


^ Joint Deployment Distribution 
Operations Center (Ail Geographic 
Combatant Commands) 


Complexity 


Sog'ce;U.S Joint Forcos Command. 

Note: Scalability refers to the breadth, depth, numbers of nations, and size of the join! operations 
areas. Complexity is determined by the geography of the theater, number of distribution nodes, and 
rapid deployment, among other factors. 


The Joint Deployment Distribution Operations Center Plus, which is on 
the lower end of the Joint Experimental Deployment and Support 
continuum, is being tested in U.S. European Command. The command’s 
Joint Deployment Distribution Operations Center currently has day-to^ay 
responsibilities that it handles with a staff of 55. For a contingency 
operation, this organization could be upgraded to the Joint Deployment 
Distribution Operations Center Plus, with additional staff augmentation 
from the command’s logistics directorate, military services, and other 
DOD components. U.S. European Command is drafting standard operating 
procedures for the Joint Deployment Distribution Operations Center Plus. 
According to command officials, the Joint Deployment Distribution 
Operations Center Plus may be included in DOD’s updated template for 
the Joint Deployment Distribution Operations Center, which is due in 
August 2007. 
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The Enabled/EInhanced J4 ® which is being tested and developed in U.S. 
Pacific Command, is the next organizational option on the Joint 
Experimental Deployment and Support continuum. According to 
command officials, the Enhanced J4 is activated during contingencies and 
includes U.S. Pacific Command’s Joint Deployment Distribution 
Operations Center and a fusion cell, which is a 4-person group that pulls 
together and filters information for the J4. While U.S. Pacific Command’s 
Joint Deplo 3 rment Distribution Operations Center is run by a staff of 5 for 
day-to-day operations, during a contingency the organization would be 
augmented to support the Enhanced J4 with a staff of up to 64. U.S. Pacific 
Command is currently developing standard operating procedures and joint 
mission-essential tasks for this new capability. 

The Joint Force Support Component Command is the most robust 
continuum option being evaluated. This organization is designed to 
provide a single theater logistics command with enhanced joint 
capabilities to identify theater logistics shortfalls, prioritize shortfalls, and 
direct theater logistics resources. The Commander, U.S. Forces Korea, has 
stated that the Joint Force Support Component Command will be the 
logistics command and control structure for any future contingency 
operations in Korea. The Army’s 19th Expeditionary Sustainment 
Command in Korea serves as the headquarters for the Joint Force Support 
Component Command, which will be augmented by integrating staff from 
other components in Korea, the Pacific Command’s Joint Deployment 
Distribution (Iterations Center-Korea, DLA, and the Director of Mobility 
Forces-Surface. The Joint Force Support Component Command has been 
tested in two exercises — Reception, Staging, Onward Movement and 
Integration and Ulchi Focus Lens — and U.S. Forces Korea officials are 
currently involved in the Senior Leader Seminar as part of the high-level 
process to discuss the next iteration and iron out the roles and 
responsibilities of the Joint Force Support Component Command. U.S. 
military officials in Korea explained that the future goal is to merge the 
Joint Force Support Component Command into a joint logistics command. 

The Joint Experimental Deployment and Support continuum shows two 
other command and control options that could support more complex 
operations. These options are the Combined Logistics Coordination Center 


'‘®J4 designates the logistics directorate or section of a joint staff. U.S. Joint Forces 
Command refers to this option as the Enabled J4. and U.S. Pacific Command calls it the 
Enhanced J4. 
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and the Combined/Coalition Joint Force Support Component Command. 
However, DOD has not defined, developed, or tested these options. 

Command and Control Issues Despite the development of these new organizatior^ designed to offer 

Have Not Been Resolved robust logistics command and control capabilities, our discussions with 

officials from the combatant commands and the military services revealed 
unresolved issues related to exercising joint command and control over 
logistics functions in a theater of operations. For example, some military 
services have indicated that they would not support the establishment of a 
Joint Force Support Component Command in other geographic combatant 
commands, leaving the future of this initiative in question. A number of 
officials had concerns about how organizations such as the Joint Force 
Support Component Command would be staffed and what roles and 
authorities it would have. Specifically, they mentioned (1) statutory 
requirements for logistics support, (2) directive authority for logistics, and 
(3) operational and financial considerations. 

Although the Joint Force Support Component Command is still in an 
experimentation phase, there has been resistance from the services to its 
future implementation. The Air Force, for example, has stated that, while 
the Joint Force Support Component Command might work for the size and 
scale of operations in the Korean theater, DOD should be cautious about 
adopting it as a model across all combatant commands. The services have 
expressed concerns about mandating that they provide staff to the Joint 
Force Support Component Command, while also fulfilling their Title 10 
responsibilities to man, train, and equip their forces.^ The Marine Coips 
said this would hinder its ^ility to provide logistics support to its own 
tasked missions and to deploy in a “lean” condition. Officials from military 
service components in the geographic combatant commands also raised 
the issue of having a service component take direction from a separate 
component command at the same level, rather than from a higher level 
command, and they were resistant to losing personnel to such an 
organization because the service component commands still have tactical 
logistics responsibilities to fulfill. While the Navy has not provided an 
official position on the Joint Force Support Component Command, Navy 
officials told us they did have some concerns with the initiative and that 
one disadvantage of a single logistics command is that it separates 
logistics from operations instead of keeping both functions under the 
same operational commander they are designed to support. 


^®See 10 U.S.C. §§ 3013, 5013, and 8013. 
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Some military service officials we interviewed raised questions about the 
effectiveness of a Joint Force Support Component Command that lacked 
an ability to exercise directive authority for logistics. Directive authority 
for logistics gives the combatant commander the ability to shift logistics 
resources within the theater in order to accomplish a mission.’’ While DOD 
doctrine states that directive authority for logistics may be delegated to a 
subordinate commander, such as a joint force commander or service 
component commander,’* officials we interviewed did not believe directive 
authority for logistics could be delegated below that level of command to 
an entity such as the Joint Force Support Component Command. Without 
this authority, some military service officials question how the Joint Force 
Support Component Command differs from other logistics command and 
control organizations if the organization can make recommendations to 
the joint force commander but not actually direct the transfer of assets 
across the service components, known as cross-leveling. For example, 
officials in U.S. Pacific Command stated that the Joint Force Support 
Component Command faced challenges when trying to release joint 
logistics tasking orders during the exercises because it could not resolve 
issues with the service components. They believed that the role of the 
organization should be to coordinate with the services to deconflict and 
prioritize support to the next campaign rather than address problems at 
the tactical level. Since directive authority for logistics still resides with 
the joint force commander, the Joint Force Support Component Command 
does not provide any additional authorities; therefore, some officials 
argued that its functions could be accomplished with an organization such 
as U.S. Pacific Command’s Enhanced J4. 

There are also readiness and financial considerations related to exercising 
directive authority for logistics. In this process, the component 
commanders provide input as to what they can support. There are military 
operational risks and trade-offs associated with cross-leveling, because 
assets diverted from one unit to support another unit may affect the giving 
organization’s ability to conduct a future operation. Officials raised 
concerns that logisticians in a separate logistics command may not fully 


’‘Under 10 U.S.C. §164, unless otherwise directed by the President or the Secretary of 
Defense, the authority, direction, and control of the commander of a combatant command 
with respect to the commands and forces assigned to that command include giving 
authoritative direction to subordinate commands and forces necessary to carry out 
missions assigned to the command, including authoritative direction over all aspects of 
military operations, joint training, and logistics, 

■"JCS Pub 4-0 (Apr, 6, 2000), p, 1-3. 
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understand the impact of cross-leveling on the next military mission. 
Additionally, because the services obtain funding for their own assets, 
several officials told us that some form of financial reconciliation must be 
considered when exercising directive authority for logistics. Thus, any 
assets provided from one service to another must be accounted for and 
later replaced or reimbureed. Because of these financial considerations, 
some military service component officials believed that joint funding is 
necessary to support joint operations. 

Issues related to joint command and control over logistics in theater are 
not limited to the Joint Force Support Component Command organization. 
For example, another joint theater logistics initiative, the Theater 
Sustainment Command, also faces some logistics command and control 
challenges. As discussed earlier in this report, the Theater Sustainment 
Command is an Army logistics conunand and control organization that is 
being developed to streamline logistics support as part of Army 
modularity. The Theater Sustainment Command, however, is also being 
developed as a “joint-capable" headquarters that becomes a joint 
organization in a theater of operations with the addition of augmentees 
from the military services and other DOD agencies. Its Joint-capable 
designation raises the same issues as the Joint Force Support Component 
Conunand regarding staffing, roles, and authorities. In addition to the 
current uncertainty over who exercises control over the Theater and 
Expeditionary Sustainment Commands, there would be added the question 
of where these organizations would fit into the theater. Further, some 
military service component officials questioned whether using these Army 
orgaruzations in their joint command and control capacities would lessen 
their ability to perform Army-specific tasks. Until lines of command and 
control are clearly defined for these new orgaruzations, joint force 
commanders will continue to face challenges in directing and coordinating 
logistics resources within a theater of operations. 


Conclusions Joint theater logistics has the potential to address long-standing issues 

associated with visibility and distribution of assets within a theater of 
operations, which is a critical step toward overall improvements in supply 
chain management and support to the warfighter. While several initiatives 
developed by different DOD components show promise in improving the 
joint force commander’s ability to see emerging logistics requirements and 
rapidly respond to them, these initiatives have been fragmented across the 
department due to the lack of a coordinated and comprehensive 
management approach. Moreover, the diffused organization of DOD’s 
logistics operations, including separate funding and management of 
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resources and systems, complicates DOD’s ability to adopt such an 
approach to developing and implementing joint theater logistics 
capabilities. Transformational changes in DOD’s organization — such as 
those proposed by a number of organizations that believe DOD should 
move toward a more integrated logistics system and change how it 
controls and allocates logistics funding — could potentially require changes 
to existing laws, such as Title 10. Another factor that has hindered 
adoption of a more coordinated and comprehensive approach to joint 
theater logistics has been changes with respect to DOD’s overall logistics 
transformation strategy. Without a coordinated and comprehensive 
management ^proach, DOD may have difficulty addressing the challenges 
discussed in this report, including determining roles and responsibilities 
for DOD’s port opening ciq>^ility, addressing asset visibility issues caused 
by noninteroperable information technology systems, resolving 
disagreements on roles for coordinating surface transportation, making 
more use of opportunities to consolidate storage and shipping activities in 
Kuwait, and clarifying command and control over theater lo^stics 
functions. Moreover, without a coordinated and comprehensive 
management approach, DOD is not in a position to effectively coordinate 
the initiatives across the department, guard against potential duplication 
of effort, and prioritize initiatives to make decisions on how best to target 
its resources. 


RoCOinniOndSltionS for improve logistics and supply chain operations, we recommend that the 
, . Secretary of Defense direct the Under Secretary of Defense (Acquisition, 

Ex6CUtiV6 Action Technology, and Logistics), in his capacity as the Defense Logistics 

Executive, to develop and implement a coordinated and comprehensive 
management ^proach to guide and oversee efforts across the department 
to improve distribution and supply support for U.S. forces in a joint 
theater. This approach should encompass sound management principles, 
including developing specific strategies and goals, assigning accountability 
for achieving results, and using outcome-oriented performance measures, 
and should be aligned with the results of the ongoing joint capabilities 
portfoUo management test, the proposed realignment of focused logistics 
capabilities, and the development of a “to be” roadmap. In considering 
options for implementing this recommendation, the Under Secretary 
should determine whether any changes should be made to DOD’s 
organizational structure and control of resources for joint logistics support 
and identify the steps needed to make these changes, including changes to 
existing laws, such as Title 10. 
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To make more economical and efficient use of shipping and storage 
facilities, we recommend that the Secretary of Defense direct the Director, 
DLA, to evaluate existing storage and shipping arrangements within the 
geographic combatant commands and identify opportunities for 
consolidation. 


Agency Comments 
and Our Evaluation 


In its written comments on a draft of this report, DOD concurred with both 
of our recommendations. DOD also provided technical comments that we 
incorporated as appropriate. The department’s response is reprinted in 
appendix I. 

In response to our recommendation for developing and implementing a 
coordinated and comprehensive management approach to improving 
distribution and supply support in a joint theater, DOD stated that the 
Deputy Secretary of Defense is leading initiatives in portfolio management, 
the Defense Logistics Executive (DLE) is focusing on Joint Logistics 
portfolio management, Joint Staff (J4) is updating the Joint Logistics Joint 
Functional Concept, and the Deputy Under Secretary of Defense (Logistics 
and Materiel Readiness) is developing the logistics strategy and roadmap, 
which are to be completed by summer 2008. While we acknowledge these 
steps that DOD is taking to improve distribution and supply support for 
U.S. forces in a joint theater as a good start, we continue to believe that as 
DOD develops and implements a comprehensive management approach 
that is coordinated across the department, DOD needs to incorporate the 
sound management principles we describe in this report. Again, in 
considering options for implementing this recommendation, the Under 
Secretary should determine whether any changes should be made to 
DOD’s organizational structure and control of joint logistical support, and 
identify steps needed to make these changes, including changes to existing 
laws, such as Title 10. We are reemphasizing these two matters because 
DOD did not specifically address them in its comments to our 
recommendations. 

Regarding our recommendation that the Secretary of Defense direct the 
Director, Defense Logistics Agency, to evaluate existing storage and 
shipping arrangements within the geographic combatant commands and 
identify opportunities for consolidation, DOD stated that it plans to 
complete such an evaluation by the summer of 2008. We believe this 
action, if implemented, will be responsive to our recommendation. 
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Scope and 
Methodology 


To assess DOD’s approach to managing joint theater logistics, we 
identified sound management principles based on prior work on 
organizational transformation and federal agency implementation of the 
Government Performance and Results Act/” We also reviewed doctrine, 
regulations, guidance, plans, briefings, status reports, and other 
documents related to the development of joint theater logistics, logistics 
strategic planning, and supply chain management. This review included 
reports by various audit and non-audit organizations that have assessed 
DOD’s logistics organization. While we examined the recommendations 
proposed by these organizations, the scope of our review did not include 
an assessment of these proposals or what changes, if any, would require 
congressional action. Additionally, we interviewed officials from the 
Office of the Under Secretary of Defense (Acquisition, Technology, and 
Logistics) and the Joint Staff Logistics Directorate who are involved in 
joint theater logistics and logistics transformation. Over the course of 
these visits and interviews, we obtained pertinent information on the 
status of DOD’s efforts in support of joint theater logistics, such as the “as 
is" Focused Logistics Roadmap, the “to be” roadmap, and the supply chain 
management improvement plan. We reviewed the draft joint theater 
logistics white paper, implementation plan, and capability process 
analyses. We also examined DOD’s overall efforts to institute a long-term 
logistics strategy, reviewing strategic planning documents such as vision 
statements, joint doctrine, campaign plans, and roadmaps that have 
addressed DOD’s future logistics systems. We discussed the capabilities 
portfolio management test case with OSD and Joint Staff personnel. 
Additionally, we interviewed officials from the Joint Staff, U.S. 
Transportation Command, combatant commands, DLA, the military 
services, and selected reserve components to get their perspectives on 
joint theater logistics. 

To obtain iifformation on DOD’s progress in implementing joint theater 
logistics initiatives, we reviewed DOD, Joint St^, and military service 
guidance, concepts, directives, briefings, status reports, and other 
pertinent documentation related to the development of these initiatives. 
To identify the status of initiatives DOD is working on to address joint 
theater logistics, we focused on the four initiatives highlighted in the “as 
is” roadmap in support of joint theater logistics: Joint Deployment 


*®See GAO, Results-Orienled Cidtures: ImplemeTitalion Steps to Assist Mergers and 
Organizational Tyans/ormations, GAO-03-669 (Washington, D.C.: July 2, 2003), GAO, 

Besidis-Oriented Government; Practices Thai Can Help Enhance and Sustain 
Collaboration amons Federal Agencies, GAO-06-15 (Washington, D.C.: Oct. 21, 2005). 
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Distribution Operations Center, Director of Mobility Forces-Surface, Joint 
Experimental Deployment and Support, and Theater Sustainment 
Commands. We conducted interviews and obtained information on these 
initiatives from U.S. Transportation Command, U.S. Joint Forces 
Command, and the Army’s 0-4 logistics directorate. In addition, we also 
looked at four other initiatives related to providing support to the joint 
force commander: Joint Task Force-Port Opening, Node Management and 
Deployable Depot, Theater Consolidation and Shipping Points, and Joint 
Regional Inventory and Material Man^ement. Because these initiatives 
have been recently implemented or are still in the testing stages, in some 
cases we were able to obtain only limited data on their effectiveness, and 
we did not independently validate these data. To obtain information on 
specific initiatives, we interviewed officials from U.S. Transportation 
Command and two of its components, Air Mobility Command and the 
Military Surface Deployment and Distribution Command; U.S. Joint Forces 
Command; DLA; U.S. Army Combined Arms Support Command; the 
military services; and selected reserve components. Additionally, we 
visited and interviewed officials in the five geographic combatant 
commands: U.S. Central Command, U.S. European Command, U.S. 
Northern Command, U.S. Pacific Command, and U.S. Southern Command. 
We also met with military service component commands in U.S. Central 
Command, U.S. European Command, and U.S. Pacific Command and with 
operational units in Germany, Korea, and Kuwait. Because several of the 
newly developed iiutiatives are being tested in the Korean theater of 
operations, we visited the subordinate unified command in Korea to 
discuss their experiences and challenges in implementing joint theater 
logistics. We attended the out-brief for an Army conference on theater 
opening, reviewed after-action reports from exercises that tested the 
Initiatives, and analyzed lessons learned reports from Operation Iraqi 
Freedom. To assess the reliability of the container management system 
data, we interviewed Container Management Element officials at Camp 
Ari^jan, Kuwait, about the internal controls and reliability of the system. 

We determined that the data were sufficiently reliable for our purposes. 

We conducted our review from July 2006 to April 2007 in accordance with 
generally accepted govenunent auditing standards. 


We are sending copies of this report to the Secretary of Defense; the Under 
Secretary of Defense (Acquisition, Technology, and Lo^stics); the 
Chairman of the Joint Chiefs of Staff; the Director, DLA; the Director, 
Office of Management and Budget; and other interested parties. This 
report will also be avaulable at no charge at our Web site at 
http:/Avww,gao.gov. Contact points for our Offices of Congressional 
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Relations and Public Affairs may be found on the last page of this report. 
Should you or your staff have any questions concerning this report, please 
contact me at (202) 512-8365 or solisw@gao.gov. Key contributors to this 
report are listed in appendix II. 



WiUiam M. Solis 

Director, Defense CapabiUties and Management 
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Appendix I: Comments from the Department 
of Defense 



DEPUTY UNDER SECRETARY OF DEFENSE FOR 
LoeisTJCs ANo matehieu Readiness 

3500 DEFENSE PENTAGON 
WASHiNCTON, DC 30SOI -3600 


Mr, William M. Solis JUN 2 I 207 

Directn, DcfuKc Capabilities and Management 
U S. Government Accountability Office 
441 0 Street, N.W, 

Washington, DC 20548 

Dear Mr. Solis: 

This is the ENpartmeat of Defcnae (DoD) response to the GAO Diafl Report, GAO-07- 
807, ‘•DEFE>^E LOGISTICS; Efftns to Improve Distribution and Supply Support for Joint 
Military OpoBtiatu Could Benefit from a Coordinated Manage ment Approach," dated May 22, 
2007 (Gao Code 350907). Tbe Department concurs with the iccotnroerrdatioRs. 

Detailed comments on the draft report recommcndalions are included in the ejiclosure. 
The DoD appreciates the opportunity to comment on ftc draft report. My point of contact far this 
maOer is Mr. Don DavidBo^ 703-614-6922. don.davidsoiMglosd mil . 



Enclosure; 
As stated 


o 
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Appendix 1: Commenta from the Department 
of Defense 


GAO DRAFT REPORT - DATED MAY 22. 2007 
GAO CODE 3S0907/GAO-07-807 

"DEFENSE LOGISTICS; EfTorta to Improve Distribution and Siqjply Support for Joint Military 
Operations Could Benefit hom a Coordinalod Management App roarh" 

DEPARTMENT OF DEJ^ENSE COMMENTS 
TO THE RECOMMENDATIONS 


RECOMMENDATION I ; The GAO recommends that the Secretary of Defense direct the 
Under Secretary ofDefbtue (Aerpusition, Technology, and Logistics), in his capacity as die 
Defense Logistics Executive, to develop and implement acoordinsied and comprehensive 
raanaganent approach to guide and oversee efforts across the D^anment to improve 
distribution and supply n^ipwl for . forces in ajoini theater. This ^preach should 
enMrr^ass sound management piittt^ilea. including devdoping specific strategics and er»at c_ 
assigning accountability for achieving results, and using outcome-oriwted pwfotmance 
measures, and should be aligned with the results of the ongoing joint c^abilities portfolio 
management test, the proposed realignment of focused logistica cqubilities, and the 
de velopment of a “to be" focused logislics roadmap, lit considering options for in^lonenting 
tfiifi recommendation, the Under Secretary should deterraine whether any changes should be 
madclo DoD't organizational structure and control of resources for joint logistics support, and 
identify the seeps needed to make these changes, including changes to caisiing laws, such as 
Title 10. 

DOD RESPONSE: DoD CONCURS 

The D^uty Secretaiyof Defense is leading initiatives in portfolio management, the Defense 
Logjstice Executive (DLE) is focusing on Joint Logistics portfolio mamgeraeni. Joint Staff (]d) 
is updating die Joint Logistict Joint Fimctional Concept aod the Deputy Under Secretary of 
Defense (Logistics St Materiel (^adioess) is developing the Logistfos Strategy and Roadmap, to 
be completed by Summer 2008, 


RKQMMENDATION 2: The GAO recommends that Ibe Secreiary ofDcfense direct the 
Director, Defense Logistica Agency, to evaluate existing storage and shipping ajiaDgemeota 
within the geographic combaUot cxrmmand* and identify opportunities for consolidation 

DOD RESPONSE; DoD CONCURS . 

DoD plans to complete an ovatuuioD of existing storage and shipping arrangements within the 
geographic combatant cocninands and identify opportunities fee consolidation by Sununer' 2008, 
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UNITED STATES THANSPORTATiON COMMAND 

508 SCOTT DRIVE 

SCOTT AIR FORCE BASE, ILUKICRS 53225-5097 


V-Voinovicb 7 August Z007 

United States Senate 

524 Hart Senate Office Building 

Washington DC 20510-3504 

Dear Senator Voinovich 

•s;r, 

Thank you for the opportunitj* to discuss supply chain management within the 
Department of Defense before the Subcommittee on Oversight of Government 
Management on July 10, 2007. 

.\s promised, attached is our Business Case Analysis for Radio Frequency 
Identification. An abbreviated version has been submitted to the Committee stalT as an 
Insert for the Record. 

I greatly appreciate your interest in Improving supply chain management in the 
Depamnent. 



Sincerely 



Attachment: 

RFIDBCA 


cc: 

OCJCS/LA 



308 


Business Case Analysis for 

Department of Defense 

Passive Radio Frequency Identification 


Project Title: DoD RFID BCA 

April 2005 


Defense Logistics Agency 
Office of Operations Research 
And Resource Analysis (DORRA) 


Mark D. Entner 



309 

Business Case Analysis DORRei 

Passive Radio Frequency Idemljtcation February 2005 


Table of Contents 

past 

Business Case Analysis for DoD 

Passive Radio Frequency Identification Executive Summary I 

1.0 Problem Identification 1 

1.1. Iniroduction 1 

1.1.1. DoD RFID Background I 

1.1.2, Short History of RFID in DoD 2 

1.1.3. General Overview of RFID 2 

1.1.4, Why RFID is thought to be essential to the DoD Supply Chain 3 

2.0 Purpose of the Initiative and Selection Criteria 4 

2.1. Business Case Analysis (BC.A) Objective 4 

2.2. BC.A Scope 4 

2.2.1. Scope 5 

2.2.2. Methodology 5 

2.2.3. References 5 

2.3. Passive RFID Initiative Goals and Objectives 5 

2.3.1. DoD Passive RFID Goals 5 

2.3.2. Discussion and Evaluation of DoD Passive RFID Goals S 

2.3.2.1. Commercial Expectations of Employing Passive RFID S 

2,3.2.2. Improve Intransit and Asset Visibility Discussion 9 

2.3.2.3.Reduce Labor Expenses Discussion 11 

2.3.2.4.ImpT0ve Inventory Management Discussion 11 

2.3,2.5.Improve Shipping / Receiving / Transportation Accuracy 

Discussion 12 

2.3.2,6,Cause and Effect Analysis 12 

2.3.2.6.1. Relationship: RFID and Not in Stock 12 

2.3.2.6.2. Relationship: RFID and Reducing Shrink 13 

2.3.2.6.3. Relationship: RFID and Reduced Credits ( Claims 14 

2.3. 2.6.4. Relationship: RFID and Reduced Inventory Investment 15 

2.3. 2.6.5. Relationship: RFID and Reduced Labor Expenses 15 

2.3.2.6.6. Relationship; RFID and Reducing Duplicate Orders IS 

2.3.3. Recommended RFID Goals used for the .Analysis 16 

2.3.4. Recommended RFID Objectives used for the Analysis 17 

2. 3.4.1. Reduce Losses in Transportation 17 

2.3.4.2. Reducc Losses in Inventory 18 

2.3.4.3. Reduce Duplicate Issuing Costs 18 

2.3.4.4. Reduce Duplicate Transportalion Costs 19 

2.3.4.5. Reduce Labor Expenses 19 

2.3.5. Recommended Criteria used in the Analysis to Evaluate 

Alternative Solutions 20 

2.4. Passive RFID Initiative Stakeholders 20 

2.4.1. Serx'ices 20 

2.4.2. US Transportation Command (USTRANSCOM) 20 


1 



310 

Business Case Analysis DORRA 

Passive Radio Frequency Identification February 2005 

2.4.3. DLA 20 

2.4.4. Suppliers 20 

3.0 Assumptions 21 

3.1. Demand 21 

3.1.1. Discussion 21 

3.1.2. Effects if the assumption is not correct 21 

3.2. Equipment 21 

3.2.1. Discussion 21 

3.2.2. Effects if the assumption is not correct 21 

3.3. Cost of RFID Tags 22 

3.3.1. Discussion 22 

3.3.2. Effects if the assumption is not correct 22 

3.4. Data Accuracy 22 

3.4.1, Discussion 22 

3.4.2. Effects if the assumption is not correct 23 

4.0 Constraints 23 

4.1. Organizational Constraints 24 

4.2. Process Constraints 24 

4.3. Technology Constraints 24 

5.0 .Mternatives 24 

5.1. .-Mteniative 1 : Remain with the Status Quo 24 

5.1.1. Pros 24 

5.1.2. Cons 25 

5.2. .Alternative 2: Continue Passive RFID Implementation 25 

5.2.1. Pros 25 

5.2.2. Cons 25 

6.0 Evaluation of Alternatives 25 

6.1. Costs 25 

6.2. DoD Estimated Benefits 26 

6.3. DoD Raw Data 26 

6.4. Optimistic View of DoD RFID Benefits 28 

6.5. Pessimistic View of DoD RFID Benefits 29 

6.6. Economic Analysis 31 

6.6.1. Discussion 31 

6.6.2. Conclusion 31 

6.6.3. Sensitivity 31 

6.6.4. Other Benefits Not Quantified 31 

7.0 Comparison of Alternatives 32 

8.0 Submitting Organization Approval Chain 33 

8.1. Submitting Organization Point of Contact 33 

8.2. Command Level Approval 33 

8.3. HQ DLA Executive Director Approval 33 


ii 



311 

Business Case Analysis DORRA 

Passive Radio Frequency Identification February' 2005 


List of Tables and Charts 


Page 

Table 1: Commercial Estimates ofBenefits 9 

Table 2: RFID Program Costs to FY201 1 26 

Tabic 3: DoD Estimated Benefits 26 

Table 4: DoD Raw Data 28 

Table 5: Optimistic Estimated Benefit Schedule 29 

Table 6: Optimistic Savings to DoD 29 

Table 7: Pessimistic Estimated Benefit Schedule 30 

Table S: Pessimistic Savings to DoD 30 

Table 9: Pessimistic Return on Investment Chart 31 


iii 


312 


DORRA 
February 2005 

Project Title; DoD RFID BCA 
Februar>' 2004 

Executive Summary 
Background 


Business Case Analysis 

Passive Radio Frequency Identificaiion 


On July 30, 2004, the Acting Under Secretary of Defense (USD) for Acquisition, 
Technology, and Logistics (AT&L) signed a memorandum outlining policy for the use of 
Radio Frequency Identification (RFID) within the Department of Defense (DoD). 
However, the Service Secretaries or their appointed representatives that comprise the 
Defense Logistics Board (DLB), having to make decisions and set priorities in a 
constrained resource environment, would like to have an independent analysis of the 
estimated costs, benefits, and potential return on investment (ROI) of Passive RFID in 
order to justify continued investment in an emerging and yet unproven technology. 

In accordance with the Logistics Decision Memorandum dated August 30, 2004 signed 
by The Under Secretary of Defense Mr, WjTine, The Defense Logistics Agency Office of 
Operations Research and Resource Analysis (DORRA) will conduct a Business Case 
Analysis (BCA) for the Defense Logistics Board in order that the Service Secretaries or 
their appointed representatives will better understand the estimated costs, benefits, and 
potential return on investment (ROI) of implementing Passive RFID technology in the 
Defense Supply Chain. 

Methodology 

The scope of this analysis encompasses the entire DoD supply chain including the 
services, the US Transportation Command (TR,\NSCO.VI) and the Defense Logistics 
Agency (DL.A). Because of the time constraints to conduct this study, this analysis is a 
genera! ordcr-of-magnitude look at the costs and benefits of passive RFID in the DoD 
supply chain. 

The methodology employed starts with the DoD goals for passive RFID and the 
commercial estimates of benefits expected from employing passive RFID. The next step 
is to evaluate the commercial benefits as they might apply to the DoD supply chain, and 
then apply the DoD (Table 3) estinjaie of benefits against DoD raw data including DoD 
projected sales, credits and claims, inventory investment and labor expenses which were 
obtained from each service and DLA for FY2005 to FY201 1 using the POM / BES and 
verified using the FY2004 Working Capital Fund statements, specifically Fund 1 1 and 
Fund 14. 

The results are bounded by a pessimistic view' which takes the lowest estimate of benefits 
to determine savings for DoD, and an optimistic vietv which takes the highest estimate of 
benefits to determine the savings for DoD. 
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llie alternatives considered in this analysis are either to slay with the current system 
using bar codes or to continue the implementation of passive RFID in the DoD supply 
chain, Furthennore, the basis on which alternative to chose was determined to be the 
economic ROI of implementing passive RFID, 

Table 3: Passive RFID Benefits to the DoD Supply Chain 


Benefit 

Estimated Savings 

Reduced Shipping Losses 

.25%- 1.0% of sales 

Reduced Inventory Losses 

5% - 1 0% of current 
inventory losses 

Reduced Duplicate Ordering 
Issuing Costs 

1% - 2% of FY 2004 Net 
Landed Issuing Costs 

Reduced Duplicate Ordering 
Transportation Costs 

l%-2%ofFY2004 
Transportation Costs 

Reduced Labor Expenses 

S40K per FTE based on 
location 


CONCLUSION 


The conclusion is that passive RFID will have a positive economic impact on the DoD 
supply chain with a break even point two to three years after full implementation. This 
study recommends that DoD proceed with passive RFID implementation as prescribed in 
the DoD RFID policy and CONOPS. 

As a result DoD should expect savings from RFID implementation from a reduction in 
lost materia! in transit, from a reduction in inventory induction mistakes, from reduced 
duplicate orders resulting in less issuing costs and transportation costs, and eventually 
from a reduction in labor expenses. 

As a lower bound DoD can expect savings in the S70 million range and as an upper 
bound DoD might expect savings near SI, 781 million over a six year period once RFID is 
implemented in the DoD supply chain. These savings will begin afler the break even 
point which should occur in three to four years. 
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On July 28, 2004, the Acting Under Secretary of Defense (USD) for Acquisition, 
Technology, and Logistics (AT&L) convened the Defense Logistics Board (DLB) to 
discuss the DoD Strategy for Radio Frequency Identification (RFID) irapleinentation 
and to obtain DLB agreement on the future funding for both active and passive 
RFID. 

The members of the DLB agreed that implementation across the Department has the 
potential to greatly enhance our visibility into the supply chain, reduce supply 
inventories, and produce significant savings in both cost and manpower. On August 
30, 2004 the Acting Under Secretary of Defense (AT&L) signed a Logistics Decision 
Memorandum directing the Defense Logistics .Agency (DL.A) to work with DUSD 
(L&MR) to document the investment and cost benefits of implementing passive 
RFID. The Director of DL,A tasked the DLA Office of Operations Research and 
Resource .Analysis (DORRA) to conduct an independent analysis of the estimated 
costs, benefits, and potential return on investment (ROI) of Passive RFID in order to 
justify continued investment in an emerging and yet unproven technology. 

1.1. Introduction 

1.1.1. DoD RFID Background 

Early e.vperience with Radio Frequency Identification (RFID) began when 
the .Army installed active, data rich RFID technology at selected sites around 
the world to track containers through the logistics pipeline and to provide 
stand-off visibility of container contents. Fixed interrogators installed at key 
nodes read RFID tags attached to pallets or containers and provided data to a 
regional seiver prior to passing the data to the global asset visibility systems. 
During our latest operation in Iraq, the use of active, data rich RFID tags was 
mandated for all materiel entering the theater, 

Concurrently, efforts were underw’ay to make it possible for computers to 
identify any object anywhere in the world instantly utilizing passive RFID 
technology. The key was to create a universal, open standard for identifying 
products and sharing information. Part of that work was to develop the 
Electronic Product Code (EPC) - a unique number that identifies a specific 
item in the supply chain. EPCglobal, Inc., formed on November 1 , 2003 will 
administer the electronic product codes and develop EPC standards for RFID 
technology going forward. EPCglobal, Inc. is a joint venture between EAN 
International and the Uniform Code Council (UCC), Inc. More information 
on EPCglobal can be obtained at vvww.epcgiobalino.org. 

To take maximum advantage of the inherent life-cycle asset management 
efficiencies that can be realized with RFID, the Under Secretary of Defense 
for .Acquisition, Technology, and Logistics issued RFID policy; 
Memorandum, USD (AT&L), Subject: Radio Frequency Identification 


1 



Business Case Analysis 

Passive Radio Frequency Ideiiliflcation 


liORRA 
February 2005 


(RFID) Policy, 30 July 2004, directing the use of high data capacity RFID 
used in the DoD operational environment and requiring that suppliers put 
passive RFID tags on the lowest possible piece part/case/pallet packaging by 
January 2005. In this regard, DoD is leveraging Electronic Product Code 
(EPC) and compatible RFID tags. The Assistant Deputy Under Secretary of 
Defense, Supply Chain Integration has taken the lead to facilitate the 
implementation of the RFID policy. 

1.1.2. Short History of RFID in DoD 

Both active and passive RFID technologies have been used in commercial 
business applications spanning the late 1 980s through today. RFID has been 
used in systems, such as toll road applications (EZ-Pass), and used 
extensively for retail theft prevention (EAS-electronic article surveillance). 
Within DoD, active RFID has been the technology application for tn-iransil 
tisibility (ITV) applications on major end items and consolidated cargo 
moving via the Defense Transportation System (DTS). Currently DoD, 
including all Serv ices, Agencies, and Combatant and Supporting 
Commands, use active RFID to provide the ITV necessary for the proper 
exercise of statutory Directive Authority for Logistics. 

Use of passive RFID technologies in DoD has been limited to smaller pilots 
or proof of principle applications. These pilots began in 2002 with a test of 
passive RFID involving hazardous material at the Defense Distribution 
Center Susquehanna Pennsylvania (DDSP). The Natick Soldier Center 
Combat Feeding Program conducted a technology demonstration at the 
Defense Distribution Center San Joaquin, California (DDJC) in February 
2004. Current pilot programs include the Defense Logistics Agency (DLA) 
pilot at DDJC involving Individual Protective Equipment (IPE), VA, a 
United States Marine Corps (USMC) pilot at Camp Lejune, and an Air Force 
pilot at Dover Air Force Base. The Navy curremly uses passive RFID at the 
Container Freight Station Norfolk. In compliance with the DoD passive 
RFID policy, as of January 1, 2005 both DDSP and DDJC have installed 
initial RFID equipment with the capability to read incoming passive RFID 
tags and to ship RFID tagged material to customers with the capability to 
read RFID tags. To date there has been no extensive development or use of 
passive RFID within the DoD. 

1.1.3. General Overview of RFID 

RFID systems carry data in suitable transponders, generally known as tags, 
and retrieve data, by machine-readable means, at a suitable time and place to 
satisfy particular application needs. Tags have a discrete memory capacity 
that varies from a small license plate to thousands of records. Data within a 
tag may provide any level of identification for an item during manufacture, 
in-transit, in-storage, or in-use. With additional data, the lag may support 
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applications that need item-specific information. For example, shipment 
consignee or destination ports can he readily accessed upon reading the tag. 
In addition to tags, an RFID system requires a means for reading or 
"interrogating” the tags to obtain the stored data and then some means of 
cormnunicating this tag data to a DoD logistics information system. 

RFID in the context of DoD usage falls into three broad categories based 
primarily on the technology currently in existence - active RFID, passive 
RFID, and serai-passive RFID. Active RFID uses an internal power source 
(battery) within the tag to continuously power the tag and its RF 
communication circuitry. Passive RFID relies on RF energy transferred from 
the reader/interrogator to the tag to power the tag. Semi passive RFID uses 
an internal power source to monitor environmental conditions, but requires 
RF energy transferred from the reader/interrogator similar to passive tags to 
power a tag response. Active RFID allows extremely low- level RF signals 
to be received by the tag (since the reader/interrogator does not power the 
tag), and the tag (powered by its internal source) can generate high- level 
signals back to the reader, 'interrogator. Active RFID tags are continuously 
powered, whether in the reader/interrogator field or not, and are normally 
used when a longer tag read distance is desired. Passive RFID tags reflect 
energy frotn the reader/interrogator or receive and temporarily store a small 
amount of energy from the reader/interrogator signal in order to generate the 
tag response, Passive RFID requires strong RF signals from the 
reader/interrogator, and the RF signal strength returned from the tag is 
constrained to very low levels by the limited energy. Passive RFID tags are 
host used when the tag and interrogator will be close to one another. Semi- 
passive RFID tags use a process to generate a tag response similar to that of 
passive lags. Semi-passive tags differ from passive in that semi passive tags 
possess an internal power source (battery) for the tag’s circuitry which 
allows the tag to complete other functions such as monitoring of 
environmental conditions (temperature, shock) and which may extend the 
tag signal range. 

1.1.4. Why RFID is thought to be essential to the DoD Supply Chain 

The current thought in industry and in some elements of DoD is that the use 
of RFID in a supply chain has the potential to provide real benefits in 
inventory management, asset visibility, and interoperability in an end-to-end 
integrated environment. RFID encapsulates the data accuracy advantages 
inherent in all types of automatic identification teclinology (AIT). 
Furthennore, RFID is a totally non-intrusive methodology for data capture 
(requires no human intervention), is non- line of sight technology, and is a 
technology that may possess both read and write options within the same 
equipment item. -Additionally, it is thought that RFID will address a key 
challenge that has been noted at every node within the DoD supply chain - 
lack of visibility of item data. As an integral aspect of the overarching suite 
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of AIT capabilities, RFID will become a key technology enabler for the DoD 
logistics business transformation and will support long-term integration of 
the Unique Identification (UID) into the DoD end-to-end supply chain. The 
DoD requires that RFfD (both active and passive) to accomplish the 
following; 

• Provide near-real time in-transit visibility for all classes of supplies and 
materiel 

• Provide “in the box” content level detail for all classes of supplies and 
materiel 

• Provide quality, non- intrusive identification and data collection that 
enables enhanced inventory management 

• Provide enhanced item level visibility 


2.0 Purpose of the Initiative and Selection Criteria 

2.1. Business Case Analysis (BC.\) Objective 

The Defense Logistics Agency Office of Operations Research and Resource 
.A.nalysis (DORRA) will conduct a Business Case Analysis (BCA) for the 
Defense Logistics Board in order to answer the following question; 

Does Passive RFID offer positive Return on Investment (ROI)? 

This BC.A is to be considered an initial and abbreviated analysis due to the time 
constraints to conduct the study. The above question leads to the following tw'o 
possible alternatives: 

Alternative 1. Remain with the status quo. 

Alternative 2. Continue with passive RFID implementation as planned. 

.A positive ROI for DoD suggests that there is an economic benefit to employing 
passive RFID in the DoD supply chain. Tliis suggests that choosing Alternative 2 
would be of the most benefit to DoD. 

A negative ROI suggests that there is no economic benefit to employ passive 
RFID and that Alternative 1 would be selected as the preferable alternative. 

2.2. BC.A Scope 
2.2,1. Scope 

This is a top down study from the DoD perspective. The RFID costs used in 
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this analysis and the concepts of operations are as of September 2004 based 
on the references sited in Section 2.2.3. 

The analysis timeframe is limited to seven years from FY2005 to FY201 1 . 
This is the time period for current Program Objective Memorandum / 

Budget Estimate Submissions (POM / BBS). 

2.2.2. .Methodology 

Gi^'en the scope, top down approach, and time frame to complete the 
tasking, this analysis starts w ith the commercial estimates of benefits derived 
from passive RFID, The next step is to examine those benefits to see if they 
apply to the DoD business model. This is followed by adding any additional 
benefits that apply to the DoD supply chain that do not necessarily apply to 
the commercial sector. The last step is to determine the range of benefits to 
the DoD and apply the estimated benefits against the DoD sales, losses, 
inventory, and labor cost data. 


2.2.3. References 

DoD Radio Frequency Identification (RFIDl Policy . Issued by USD (AT&L) 
30 July 2004 

DoD Passive RFID Concent of Operations . Office of the Secretary of 
Defense, Supply Chain Integration Version 1 ,0 Dated 8 June 2004 

USD fAT&Ll Cost Model. OITicc of the Secretary of Defense, Supply Chain 
Integration 


2.3. Passive RFID Initiative Goals and Objectives 

A key starting point in conducting a business case analysis is to understand die 
goals and objectives of the initiative. The goals and objectives can then be 
translated into economic criteria which are measured to determine the return on 
investment and which alternative should be selected. For example, a goal of 
passive RFID is to reduce the amount of material lost in the DoD supply Chain. 
The objective would be to reduce the loss by a certain percent. For the example 
let’s say we want to reduce losses by 1% of sales. This in turn implies that a 
measurable criteria of success that can be used to compare the alternatives is the 
reduction of lost material measured in dollars. 

Section 2.3 is a lengthy discussion starting with the passive RFID goals 
articulated from various sources. The DoD goals are discussed in section 2.3.2 in 
light of commercial goals for RFID which are outlined in section 2.3.2. 1. In view 
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of the corranercial expectations of passive RFID, DoD goals are grouped together 
into like categories and then examined to determine the cause and effect 
relationships that passive RFID might have on those goals. Where there are no 
cause and effect relationships between passive RFID and the goals, those goals 
will not be used to determine the criteria of success. Based on the discussion of 
DoD goals, section 2.3.3 lists the refined RFID goals used for the analysis. Based 
on these goals, objectives for the goals are discussed in Section 2.3.4. The criteria 
of success are the economic benefits measured in dollars for each goal and 
objective, 

2,3.1. DoD Passive RFID Goals 

.4.ecording to the DoD Passive RFID Concept of Operations (COKOPS), the 
objectives and goals for RFfD within DoD represent operational, customer, 
financial, and technical improvement throughout the entire DoD supply 
chain. They capture the benefits of a RFID enabled DoD logistics supply 
chain, .^iccording to the CONORS, DoD will measure the ability to 
accomplish these goals through applied metrics during the initial 
implementations. 


2.3. 1. 1. Goals identified in Under Secretary of Defense (USD) for 
Acquisition, Technology, and Logistics (.\T&L) Radio Frequency 
Identification (RFID) Policy Memorandum, 30 July 2004 

- Leverage the passive RFID technology, w here appropriate in the 
supply chain, to improve support to the warfighter, 

- To help provide asset visibility support to the last tactical mile. 

2.3. 1.2. Goals identified in The Office of the Secretary of Defense, Supply 
Chain Integration Department of Defense Concept of Operations 
(CONOPS) for Radio Frequency Identification (RFID) Version 1.0 
dated 8 June 2004. 

- Implement Know ledge-Enabled Logistics through Fully Automated 
Visibility and Management of Assets in Support of the Warfighter 

- Ensure Readiness for the Forces and Sustainability of the Operations 

- Increase Warfighter/Cuslomer Confidence of the Reliability of the 
DoD Supply Chain 

- Improve Process Efficiency of Sourcing and Delivery by Improving 
Shipping and Receiving Sub-Processes 
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- Improve Product Lifecycle Management (i.e. 
Warranties/'Configuration Management) 

- Employ Mature and Emerging Supply Chain Technologies to 
Optimize Effective Intransit and Asset Visibility within the DoD 
Supply Chain 

- Enable an Adaptive Supply Chain with Sense and Respond 
Capabilities 

- Utilize RFID to Facilitate Accurate, Hands-Free Data Capture in 
Support of Business Processes in an Integrated DoD Supply Chain 
Enterprise as an Integral Part of a Comprehensive Suite of AIT 
Technology, 

2.3. 1.3. Goals identified by the Office of the Secretary of Defense, Supply 
Chain Integration, in a draft presentation titled ‘Potential Benefits of 
RFID to DoD.’ This presentation was given to DORRA on August 12, 
2004 in a BC.A coordination meeting. 

- Improve Intransit and Asset Visibility 

- Improve Shipping / Receiving / Transportation Timeliness 

- Improve Shipping / Receiving / Transportation Accuracy 

- Improve Inventory Management 

- Improve Labor Productivity 

- Reduce Material in the pipeline 

- Eliminate Duplicate Orders 

- Speed the payment process 

- Automate Receipt and .‘Acceptance of Material 

- Reduce Shrink of Stock 

- Reduce Not in Stock (NIS) items 

- Reduce Credits and Claims 

- Reduce Inventory Investment 
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~ Reduce Labor Expenses 


2.3.2. Discussion and Evaluadon of DoD Passive RFID Goals 

The following is a discussion of the DoD passive RFID goals listed above 
starling with the commercial estimates of benefits of passive RFID. The 
purpose is to further develop, refine, and group like goals together in order 
to narrow the focus of the goals. The analysis will then determine the goals 
which are impacted by passive RFID. The end result is a refined set of 
quantifiable and measurable goals that can be translated into objectives and 
criteria for success. 

2.3.2. 1. Commercial Expectations of Employing Passive RFID 

The starting point for this analysis are the estimates of how passive 
RFID will be of benefit to the commercial sector. Passive RFID is 
gaining greater acceptance in the commercial sector and there are 
several companies, most notably Wal-mart, testing and even using 
RFID in different applications. However, at the time of this study there 
were no reports detailing the quantifiable benefits from passive RFID 
systems being used in actual commercial applications. There are 
articles stating anecdotally the benefits that companies are achieving 
using passive RFID. These companies have made their own estimates 
of tlie benefits of passive RFID and although their findings are closely 
held, estimates of passive RFID benefits for the commercial sector have 
been discussed in various open sources. Those companies actively 
pursuing passive RFID technology expect the following benefits: 

Reduced Shrink. The commercial sector believes that passive RFID 
will reduce the amount of material that is pilfered both during 
transportation and from inventory which includes the back of the store 
and the retail shelf 

Reduced Not In Stock. The commercial sector believes that passive 
RFID will reduce the amount of material that is not physically on the 
retail shelf when a customer wants a product. For the commercial 
sector, if the item is not on the shelf the customer may go to a different 
and competing store to piuchase the specific product. From a brand 
point of view, the customer may substitute another like product for the 
missing item. 

Reduced Credits and Claims. The commercial sector believes that 
passive RFID will reduce the amount of credits and claims that result 
from improper shipments. These shipments from vendors include 
overages, shortages, and misrouied shipments. 
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Reduced Inventorj- Investment. The commercial sector believes that 
passive RFID will reduce inventory levels from the vendor to the 
retailer which will require less inventory investment in the supply 
chain. 

Reduced Labor Expenses. The commercial sector believes that 
passive RFID will reduce labor expenses by making the tasks of 
receiving, inventorying, and processing material much more efficient. 

Table 1 shows the above benefits along with the time in which the 
commercial sector expects to achieve those benefits along with their 
estimate of how much estimated savings tliey expect to achieve using 
passive RFID. 


Table 1: Commercial Estimates of Benefits 


Benefit 

Timescale 

Estimated Savings 

Reduced Shrink 

1-3 Years 

.25-.75% of sales 

Reduced Not In Slock 

2-7 Years 

.5 - 1 .5% increase sales 

Reduced Credits / Claims 

2-7 Years 

75% reduction in overage / shortage / 
misrouted shipments 

Reduced Inventory 
Investment 

2-5 Years 

5-10% 

Reduced Labor Expenses 

2-5 Years 

5-15% 


23.2.2. DoD Goal; Improve Intransit and .Asset Visibility Discussion 

When examining goals the analyst must ask ‘What is the goal and how 
should it be measured’? One group of goals articulated by DoD centers 
around improving the iniransit and asset visibility for the warfighter 
down to the iast tactical mile. Currently DoD has little to no intransit 
visibility at the last tactical mile. This goal can be turned into an 
objective in that DoD could improve intransit visibility by some 
percentage. This goal could be measured as the number of items that 
the warfighter has visibility of compared to his number of requisitions. 
However, the difficulty with this goal is that it is not easily transformed 
into an economic goal with a benefit measured in dollars. 

This goal is sometimes stated as improving the customers confidence in 
the supply chain. The logical train of thought is that if a customer has 
better visibility of intransit shipments and other assets possibly located 
nearby, that customer will gain confidence in the system. To measure 
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this goal the analyst would have to survey customers and determine 
what their level of confidence was in the system. This would be 
measured on a subjective and relative scale. The objective would be to 
improve the customer’s confidence level by a certain percentage. Again 
however, the difficulty with this goal is that it is not easily transformed 
into an economic goal with a benefit measured in dollars. 

Continuing along this train of thought, the ne.’tt logical step is to say 
that if the customer has greater visibility of shipments and assets then 
he will have greater confidence in the supply chain. If the customer has 
greater visibility and confidence, this will in turn decrease the amount 
of duplicate orders from the customer. This goal also could have a 
tangible objective - to reduce duplicate orders from customers by 10% 
over the next 5 years. With more effort this can be translated into a cost 
avoidance benefit measured in dollars by calculating the cost of 
reorders in ternis of their impact on stock levels, picking and packing 
charges, and shipping costs. Thus a good DoD goal would be to reduce 
duplicate orders by improving asset visibility by using passive RFID. 

Another way to sate this goal is to reduce the amount of material or the 
amount of time material is in the pipeline. The thought is that by 
reducing duplicate orders, the amount of material in the pipeline will be 
reduced. Reducing the amount of material in the pipeline should in turn 
reduce the amount of time the material spends in the pipeline. Reducing 
the amount of time material spends in the pipeline is a good goal; 
however, improvements in the pipeline time and the reduction in the 
amount of material in the pipeline resulting from passive RFID 
implementation are difficult to isolate and measure. 

Another positive effect of greater asset visibility resulting from passive 
RFID might be finding assets closer to the customer. This goal was 
listed by DoD as improving the process efficiency of sourcing the 
material. If a customer has asset visibility and can find the asset at a 
nearby location, this would effect the amount of material flowing 
through the different modes of shipping. For instance, with greater 
asset visibility the customer might find the asset at a closer location. 
This asset then could be delivered locally or by truck rather than 
through air or sea lanes. The drawback to this goal is that this scenario 
is hi^ly dependent on stock location policies which are independent of 
the application of passive RFID technology. Complicating the matter is 
the fact that even if passive RFID can help a customer locate material 
nearby through improved asset visibility, that asset had to at one time 
pass through the supply pipeline to the forward location therefore that 
material still impacted the lime, cost, and amount of material in the 
pipeline. 
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2.3.2.3. OoD Goal; Reduce Labor Expenses Discussion 

Another grouping of DoD goals for passive RFID relates to improving 
labor productivity. Throughout the DoD supply chain, material is 
receipted and either stored in retail stock locations or the material is 
sorted and sent to the requisitioning customer. Using passive RFID 
should improve (reduce) the lime it takes to receive and sort the 
material at each of receiving nodes in the supply chain. The thought is 
that passive RFID will allow hands free capturing of data currently 
captured using bar code technology and hence material receipt process 
will be faster than the current process. DoD should be able to speed up 
the receiving processes at each receiving point in the supply chain. The 
goal could be restated as increasing the number of receipts per hour at 
each receiving point. This goal could then be measured in terms of 
receipts per hour. 

To get this goal into an economic measure the goal must be linked to 
the labor costs associated with receiving material. The Defense 
Distribution Command (DDC) Business Case Analysis for Radio 
Frequency Identification Integration dated 22 March 2004 estimates 
that passive RFID will reduce receiving time by .2 minutes for each 
receipt. By reducing the receipt time, DoD should be able to reduce 
labor and labor costs across the supply chain. Thus a goal for 
implementing passive RFID is to reduce labor expenses. This goal can 
be measured in dollars. 


2.3.2.4. Improve Inventory Management Discussion 

A longer tenn goal of introducing passive RFID is to reduce inventory 
investment. By employing passive RFID it is thought that there will be 
better inventory visibility and hence better inventory management. 
Better inventory management should reduce inventory investment and 
also reduce Not in Slock (NIS). The goal can be stated as reducing 
DoD inventory levels by a percent of the current inventory. This can be 
measured in dollars. Another goal can be slated as reducing the number 
of items that are Not in Stock. The difficulty of using a Not in Stock 
goal is in measuring it in terms of dollars or as an economic impact. 
Reducing Not In Stock items will in a DoD context improve readiness 
of weapons systems but this can not be quantified in terms of dollars. 
The commercial estimate is that passive RFfD will reduce inventory by 
5% to 1 0%. However for DoD a reduction in inventory is considered a 
one time savings and is not usually included as economic savings in a 
BCA. Another argument for not including inventory investment 
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savings is that any amount saved would be used to invest in other stock. 
This additional stock bought with dollars saved from other inventory 
savings could improve customer satisfaction and possible readiness, but 
again it does not translate to a quantifiable economic savings to DoD. 

One goal that passive RFID should have a significant impact on is in 
the reduction in the Shrink of Stock, Passive RFID should help reduce 
the amount of losses experienced in the DoD supply chain. These 
losses include improper manifesting, overages, shortages, and 
misdirected freight. This translates to a quantifiable objective to reduce 
Shrink of Stock by a percent that is measured in dollars as a percent of 
sales. 

2.3.2,5. Improve Shipping / Receiving / Transportation Accuracy 
Discussion 

Another goal of passive RFID is to reduce Credits and Claims that 
would result from greater shipping / receiving / and transportation 
accuracy. The objective would be to reduce credits and claims by some 
percent measured again in dollars. For the DoD supply chain however, 
credits and claims do not result in DoD savings. Rather, credits and 
claims shift dollars among DoD accounts from wholesale accounts to 
retail accounts. Overall there are no savings for the DoD supply chain. 


2.3,2. 6. Cause and Effect .Analysis 

In order for passive RFID to be accepted, decision makers must see that 
the cause, implementation of passive RFID, actually will have an effect 
which are benefits for the DoD supply chain. For this business case, the 
analysis and hence the recommendations rest on demonstrating that 
there are strong links between the cause and the effects for passive 
RFID. 

2.3.2.6.I. Relationship: RFID and Not in Stock 

For the commercial sector, the idea is for RFID to give the vendor 
or retailer more timely information regarding the stock level of an 
item on the shelf so that when the customer comes to the shelf to 
select the product the item will be available. This is estimated to 
increase sales of a product by .5 to 1.5% of current sales in the 
commercial sector. 

This scenario is not analogous to the DoD supply chain in which 
if an item is not available the requisition is placed on back order. 
The sale of the item to the requisitioning customer wilt occur 
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when the item is received either from the vendor (direct delivery) 
or through the distribution system (stock). Furthermore, the DoD 
customer will not cancel the requisition for the backordered item 
in order to purchase the item elsewhere because of the unique 
nature of the military related items. 

Secondly, studies have shown that items Not on Stock in the DoD 
supply chain are a result of three primary causes. One cause is that 
the demand or demand rate for the item is greater than expected. 
Passive RFID will have no impact on the customer demand for the 
item with the possible exception ofduplicate buys which is 
addressed in section 2.2.2.6.6. Another cause of items not being in 
stock is that the vendor has not delivered the item within the 
contracted time or within the production lead time. Again this 
cause of not in stock can not be affected by implementing passive 
RFID. The chief cause of backorders is the purchase process by 
Inventory Control Points (ICPs). Items will not be in stock when 
the ICP is unable to award a contract within the Administrative 
Lead Time (.‘kLT) listed for the item, .^gain, this process can not 
be affected by passive RFID. The information needed to start the 
buying process is already contained whhin existing IT systems. At 
this point in the process it is not relevant on how the data was 
uploaded whether by current processes or by RFID. 

In the DoD business model an item not in slock has an impact on 
readiness. If a warfighter can not get a part to repair a weapon 
system then readiness is reduced. Any improvements in the supply 
chain that reduce items not in stock will have a positive impact on 
readiness. However, the difficulty is trying to figure the 
quantifiable economic impact of a backorder in the DoD supply 
chain. 

The net economic effect of RFID on an item not is stock in the 
DoD supply is zero. In other words, passive RFID will not 
increase the sale of items in the DoD supply chain by reducing 
items Not in Stock. 

2.3.2.6.2. Relationship: RFID aud Reducing Shrink 

The commercial sector envisions using passive RFID as a security 
device that will help determine and stop the source of pilfering 
and sluink of assets throughout the supply chain. The estimated 
benefit is .25% to .75% of annual sales. 

This benefit applies to the DoD supply chain. Passive RFID will 
enable the tracking of supplies through the DoD supply chain 
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from the depot to the warfighter. By keeping better track of items 
as they move through the distribution nodes of the supply chain 
fewer items will be lost, misrouted, astray, or stolen. Additionally, 
passive RFID will coraplement active RFID tags currently used on 
shipping containers and air pallets. When the pallet or container is 
broken down in the port of debarkation tlie active tag loses its 
value, however the passive lag attached to each shipment can be 
used over the last tactical mile to the warfighter. 

In accordance with DoD RFID policy, passive RFID tags on 
inbound shipments to DoD from vendors are placed at the carton 
and pallet level rather than the unit of issue level. Upon receipt, 
the material is placed into inventory and as a result each imit of 
issue will not have a passive RFID tag. Therefore, passive RFID 
will have little effect on slirinkage or pilferage at the storage or 
depot level. However, one area that causes economic losses within 
the supply chain is when an item is improperly receipted into the 
inventory. This occurs when the operator enters a quantity into the 
inventory information system that does not match the actual 
quantity of the material received. The difference in quantities will 
later result in an inventory' loss because of the receipt error. RFID 
can help eliminate this type of loss by ensuring greater data 
accuracy in the AIT system. 


2.3.2.6.3. Relationship: RFID and Reduced Credits / Claims 

The contmercial sector believes that passive RFID will reduce 
credits and claims. However, this benefit of passi\'e RFID does 
not apply in the DoD business model. The piupose of RFID is to 
help ensure an item sent to the customer arrives at the proper 
destination. In order for an item to be returned the shipment must 
first arrive to the customer. .At this point RFID has accomplished 
its purpose. If a customer needs to return the item then there are a 
few' possibilities to consider, each ofw'hich RFID has no impact. 
Either the customer ordered the wrong part or the wrong quantity, 
the customer no longer needs the part because he obtained one 
elsewhere, or the wrong part or quantity was picked and shipped 
by the supply system. Again, each of these causes for a customer 
needing to return a p«irt is not influenced by RFID. 

Additionally, returns within the DoD supply chain do not produce 
savings to DoD, Rather, money exchanged for returns or credits 
stays within the DoD working capital revolving funds. For 
instance, if a part is returned from a service to DLA, the money is 
transferred from DLA back to the service. The money stays within 
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DoD working capital funds and the net savings to DoD is zero. 


2.3,2.6.4. Relationship: RFID and Reduced Inventory Investment 

The commercial sector thinks that passive RFID will be able to 
reduce the amount of material stocked at each level within the 
supply chain from the manufacturer, the distributor, and the 
retailer by improving inventory level and demand information 
within the supply chain. Simulation results presented at the Winter 
Simulation Conference in 2004 by IBM show that there are 
significant benefits to the supply chain by the reduction of 
inventory levels at each of these supply nodes.' 

This benefit also applies to the DoD business model. An RFID 
enabled supply chain that increases the sharing of information 
including inventory levels and demand will allow' inventory' levels 
to be reduced. The difficulty is determining a quantifiable 
economic impact. In addition, reduction in inventory levels is a 
one time savings to DoD. Money saved in the working capital 
funds will most likely be invested in other material. This will 
improve DoD logistics but not necessarily result in any savings. 
Furthermore, there are other initiatives within the supply chain 
that should reduce invenlory levels. It w'ill be difficult to 
determine the amount of savings in inventory investment resulting 
from RFID vice the other initiatives. 


2.3.2.6.5. Relationship: RFID and Reduced Labor Expenses 

A good cause and effect relationship occurs between RFID and 
reducing labor expenses. For each receipt the DDC estimates 
passive RFID will reduce induction into the system by 0.2 minutes 
per receipt.’ This process is repeated two to three times as the 
shipment of material progresses through the supply chain to the 
end customer. Thus the goal is to reduce labor expenses. The 
objective will be to reduce receiving process by .2 minutes per 
receipt. The objective will be measured in dollars by multiplying 
the labor savings by the standard labor rale of S40,000. 

2.3.2.6.6. Relationship: RFID and Reducing Duplicate Orders 
One consideration in the DoD business model that is not present 


‘ Lee, Young .M ,, et. At. 2004. “E.'tptormg the lnyaet of RFID on Supply Chain Dynamics". Proceedings 
of she 2004 ILinitfr Simdation Conference. 

‘ DLA Business Case Analysis For Radio Frequency Identification Integration, 22 March 2004. 
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in the commercial sector is the issue of duplicate orders. The DoD 
supply chain is unique in that customers may be deployed to areas 
of the world that make logistics support difficult. Often DoD 
customers arc moving such as Navy ships. And often shipment 
times may take a week or two by air and over 30 days by sea lift. 
This presents a unique challenge both for material flow and 
information sharing. WTten a customer is separated from the main 
sources of supply the customer’s confidence and trust in the 
supply chain diminishes. When the DoD customer losses trust in 
the supply chain, the customer may submit duplicate orders for the 
same part thinking the first requisition is lost. This in turn results 
in duplicate ordering costs, duplicate issuing costs, and duplicate 
transportation costs. With RFID, greater information regarding the 
location of parts on order wdll increase the confidence in the DoD 
supply chain and hence reduce duplicate orders and their 
associated costs. 


2.3.3. Recommended RFID Goals used for the Analysis 

Having examined the DoD goals for passive RFID, grouping those goals into 
similar categories, and examining the cause and effect relationships of 
passive RFID to those goals, the following are the goals which this analysis 
will use to build the business case for passive RFID integration into the DoD 
supply chain. These goals will then be translated into quantifiable and 
measurable objectives which form the criteria upon which this analysis will 
examine passive RFID. 

2.3.3. 1. Reduce Losses of Material in Transportation 

This includes pilferage, misrouted, astray, and lost material. 

2.3.3.2. Reduce Losses of Material In Inventory 

This goal is to reduce the amount of material written off as lost in 
the inventory system due to improper induction of material into 
inventory. 

2.3.3.3. Reduce Duplicate Issuing Costs. 

RFID will increase trust in the DoD supply chain thus reducing 
duplicate orders and associated issuing costs. 

2. 3.3. 4. Reduce Duplicate Transportation Costs. 

RFID will increase trust in the DoD supply chain thus reducing 
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2.3. 3,5. Reduce Labor Expenses 

RFID will improve efficiencies in receiving material at all levels of 
the DoD supply chain. RFID will also improve manifesting procedures 
requiring less inventory searches and less time to build pallets, stuff 
containers, and build manifests. 
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2.3.4. Recommended RFID Objectives used for the Analysis 

The following are the objectives for each of the goals / benefits listed above. 

2.3.4.I. Reduce Losses in Transportation 

The objective for DoD should be to reduce losses in transportation by 
.25% to 1% of sales. 

According to a 1992 GAO report to the Chainnan, Subcommittee on 
Oversight of Government Management. Committee on Governmental 
Affairs, U.S. Senate titled Defense Transportation: Ineffective 
Oversight Contributes to Freight Losses, DoD does not know the 
amount of losses e.xperienced in the DoD supply chain. Therefore the 
objective of reducing losses in the supply chain can not be measured 
against actual losses. 

As opposed to measuring the objective against actual losses, the 
commercial estimate of reducing losses from shrink is measured against 
gross sales. Sales for DoD are represented as the receipts from sales of 
repair parts (energy sales are excluded). The sales figures for DLA and 
each service is contained in the Program Objective Memorandum / 
Budget Estimate Submissions (POM / BES) submitted by each service 
to DoD. These figures were verified with each service Working Capital 
Fund statements Fund codes 1 1 and 1 4 using only the supply portion of 
those statements. 

The range of savings of .25% to 1% is estimated based on several 
sources which put boundaries on this parameter. First, the commercial 
estimate of benefits for reducing shrink is .25% to .75%. Second, the 
BC.A conducted by Bearing Point, Inc, for the U. S. Air Force Serial 
Number Tracking initiative estimates a savings of 1% to 5% of the Air 
Force spares budget which is essentially Air Force sales. Third, in an 
interv'iew with a retail manager of large home furnishings store, their 
goal is to have all losses including pilferage, breakage, and 
transportation losses less than 1,2% of their sales. Fourth, in an 
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interview with a large trucking firm that grosses over SI Billion in 
yearly gross revenue, their goal is to have losses less than 2.5% of gross 
revenue. Their actual performance is closer to 1%. Fifth, the Naval 
Ocean Freight Terminal in Norfolk, VA improved their manifest 
accuracy from 94% to 100% in their RFID pilot. If material is handled 
three times in the supply chain this results in an improvement from 
88% up to 100%. Not all the material improperly manifested is lost 
therefore it is estimated that RFID will impact 10% of the 12% that is 
normally improperly manifested which again puts the benefit of RFID 
to reduce losses around 1 % of sales. Lastly and most convincing is a 
study by Price Waterhouse Coopers published in 1999 which 
documented the actual benefits of introducing bar-coding technology to 
the grocery induspy . The study concludes that bar-coding reduced 
shrink in the grocery supply chain by 0.6%. This figure falls right in the 
range of the estimate of benefits for reducing Shrink in the DoD supply 
chain. Combined, these sources provide excellent confidence that DoD 
should be able to reduce transportation losses from .25% to 1% of 
sales. 

2.3.4.2. Reduce Losses in Inventory 

The DoD objective should be to reduce losses in inventory by 5% to 
1 0% of actual losses by using passive RFID. 

The actual losses were calculated by summing up the estimated losses 
from each service FY05 working capital fund statements. These loss 
estimates where held constant over the period of the study. 

The range for this benefit of 5% to 10% is taken directly from the 
commercial estimate of how much they would be able to reduce 
inventory. 

2.3.4.3. Reduce Duplicate Issuing Costs 

The objective is to reduce duplicate order issuing costs by 1% - 2%, 

Issuing costs were calculated by summing up the actual FY4004 Net 
Landed Cost bills to each service and DLA issued form the Defense 
Distribution Command. 

A quick analysis was done by DORRA using requisition history files to 
detennine how many requisitions looked like they maybe a duplicate 
order by comparing DoDAACs, National Stock Numbers (NSNs), 
quantities, and priorities over a three month period. If two or more 


■’ Gaig, Vineei, Jones, Charles, and Sheedy, Christopher. 17 Billion Beasons lo Say Thanks, T!ie25tli 
.Imivmniy o/rke U. P. C. and ll 's Impact on the Grocery Industry: Price Waterhouse Coopers, Mar 1 999. 
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requisitions had the same DoDAAC, NSN, Priority, and quantity but 
were ordered on different dates according to the requisition document 
number, these were considered duplicate orders. An upper bound for 
the percent of orders that are duplicate orders is 10%. To be 
conservative in the estimates for the analysis this figure was reduced to 
l%to 2%. 

2.3.4.4. Reduce Duplicate Transportation Costs 

The objective is to reduce duplicate transportation costs by - 2%. 

Transportation costs were calculated by summing up the actual FY2004 
transportation bills including over ocean charges for each service and 
DL.A,. These costs were held constant for the period of the study. 

A quick analysis was done by DORRA using requisition history files to 
detennine how many requisitions looked like they may be a duplicate 
order by comparing DoDAACs, National Stock Numbers (NSNs), 
quantities, and priorities over a three month period. If two or more 
requisitions had the same DoDAAC. NSN, Wority, and quantity but 
were ordered on different dates according to the requisition document 
number, these were considered duplicate orders. An upper bound for 
the percent of orders that are duplicate orders is 10%. To be 
conserv'aiive in the estimates for the anal>'sis this figure was reduced to 
l%to2%. 


2.3.4,5.Reduce Labor E.vpenses 

The objective is to reduce labor expenses. 

The commercial estimate is that RFID will reduce labor expenses from 
5% - 1 5% of actual labor costs. Detemiining actual labor costs 
associated with the supply function can be calculated using the labor 
charges in Funds 1 1 and 14 from the working capital fund statements. 
However, the labor costs of the working capital fund statements include 
many positions that will not be impacted by RFID. 

Rather than using the entire labor costs from the working capital fund 
statements this analysis calculated that there may be up to 5 FTE 
positions reduced by RFID at the major depot locations, 3 FTEs at 
intennediate depot locations and the larger service locations, and 1 FTE 
at the smaller service locations at which RFID will be employed 
according to the service implantation plans as detailed in the USD Cost 
Model. Detail for these savings are not provided because of the 
sensitivity to the identification of locations and FTEs for fear that 
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positions may be lost prior to the actual implementation of RFID. 

2.3.5. Recommended Criteria used in the Analysis to Evaluate Alternative 
Solutions 

The criteria used to evaluate alternative solutions is the quantifiable 
economic ROI. A positive ROI for implementing passive RFID will result in 
a recommendation for continuing with passive RFID initiative. A negative 
ROI will result in a recommendation for the status quo based on economic 
reasons alone. 


2.4. Passive RFID Initiative Stakeholders 

2.4.1. The Services 

The SerN'ices are a major stakeholder in RFID. The services will incur a 
substantial cost for RFID equipment. Likewise, the services also have (he 
opportunity for improved and less costly logistics based on greater asset 
visibility. 

2.4.2. US Transportation Command (USTRANSCOM) 

As DoD’s Distribution Process Owner (DPO), USTRANSCOM supports 
integrated RFID policy that includes technical and business rules, 
management, architecture, funding, and standards. Although 
USTRANSCO.M’s primary- focus will be active RFID, they fully support and 
will act to adopt and field supporting policies, investments, practices, and 
passive RFID technologies as rapidly as reasonably prudent. 

2.4.3. DLA 

The twofold mission of DL.A is to continue maximum effort to immediately 
implement and expand the use of high data capacity active RFID currently 
employed in the DoD operational environment and to establish the initial 
capability at tlie two strategic distribution platforms (Defense Distribution 
Susquehanna Pennsylvania (DDSP) and Defense Distribution San Joaquin 
California (DDJC)) to read passive RFID tags and to apply RFID tags on 
shipments to DoD activities and units by January 1, 2005. Furthennore, 

DLA will continue to plan and fully implement RFID into the distribution 
centers in accordance with DoD policy and end state vision. 

2.4.4. Suppliers 

Suppliers are also stakeholders in the implementation of passive RFID. 
Suppliers will incur substantial costs to implement passive RFID 
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technologies and information systems to accomplish the requirements 
detailed in the DoD RFID policy. 

3.0 Assumptions 

3.1. Demand 

It is assumed that item demand and receipts of materia! into the DoD supply 
chain will remain relatively constant over the analysis time period. 

3.1.1. Discussion 

The cost of RFID tags is a significant ongoing cost of implementing an 
RFID system. Costs will move in the same direction as the number of 
receipts and shipments. The greater the number of shipments, the greater the 
cost for tagging. Likewise, if shipments decrease, costs will decrease. 

3.1.2. Effects if the assumption is not correct 

The greatest effect of a change in the number of shipments will be the 
overall cost of operating an RFID system based on the number of RFID tags 
used in shipping material through the supply chain. 

3.2. Equipment 

It is assumed that the equipment considered in this study is available in a 
production model at the time of installation. 

3.2.1. Discussion 

.\ great deal of progress has been made over the last year in the production 
of RFID equipment. With lime, the equipment will get belter in terms of 
performance, reliability, and ease of use, but implementation of current 
hardware into a working production environment is a still a challenge.'* All 
aspects of RFID components change monthly or more frequently. 

The passive handheld tag reader currently is still under going great change 
and availability can be an issue. Firmware bugs in handheld tag readers 
occasionally lead to unpredictable operation. Handheld readers do not have 
w ireless connectivity and memory size limitations within the readers can 
cause a loss of tag data for large unit issues, 

3.2.2. Effects if the assumption is not correct 


Global Asset Cisibslit}- (GA I'J Technology Demonstrallon Test Results, Oak Ridge National Labs, March 
17, 2004 
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Equipment availability has a major effect on the implementation of RFID 
within DoD. Ideal solutions and recommendations might change drastically 
if equipment such as forklift tag readers or reliable and wireless handheld 
readers become available. This is especially true for receiving material at the 
field or ship level There is less effect on the implementation of RFID at the 
depot level since equipment such as RFID printers and fixed readers are 
more mature than forklift and handheld readers. 

3.3. Cost of RFID Tags 

It is assumed that the cost of RFK) printable tags will remain in the SO. 35 to 

S0.50 range. This analysis will use SO. 40 as the cost of a RFID printable tag. 

3.3.1. Discussion 

The current cost of RFID tags used in RFID printers is currently in the SO. 35 
to S0.50 range. There is industry debate about the cost of tags in the future. 
Some will argue that as the market for RFfD tags increases, production and 
increased supply will cause the price to decrease. Others however are 
arguing that the cost will remain relatively constant since as production 
increases, dentand will also increase resulting in a stable price level. In 
addition, the introduction of technological advatices, such as the introduction 
of the Generation 2 (Gen 2) lag, will tend to keep the cost of tags higher 
since new technology also has a period of low supply. 


3.3.2. Effects if the assumption is not correct 

The cost of tags will be a substantia! ongoing operational cost in the RFID 
system. Given that the demand for tags remains constant, if the price of tags 
goes down, the overall operational costs will decrease. If the price of tags 
remains the same, operational costs will remain the same. As a result of the 
analysis, the conclusions of this study are not sensitive to the cost of tags. 
Therefore, with a decrease in the price of tags over time, DoD will achieve 
greater economic benefits from employing passive RFID. 

3.4. Data Accuracy 

It is assumed that data accuracy will be improved as a result of implementing 
passive RFID. 

3.4.1. Discussion 

Item data is maintained as part of the National Inventory Record and will not 
be affected by RFID. Inventory data is affected upon receipt of material into 
the stock system. Upon receipt, material is checked against due in records 
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and the inventory is increased. Inventories can be corrupted if the inputted 
data amount is less or more than the actual material receipt. This is a data 
entry error. RFID will change how' the data is input into DoD inventory 
systems and it should improve the accuracy of that information. 

Possibly offsetting the improved accuracy, the RFID tag must be matched 
against yet another data base containing information regarding the contents 
of the shipment related to the tag ID. The introduction of another database of 
information increases the chances of inaccurate data. It also increases the 
chances that the transmission of the data becomes corrupted resulting in less 
accurate inventory data. 

Other sources of data inaccuracy can occur when one reads the RFID tag. 
Because of the physics of antennas and radio frequencies, a person is not 
always sure of what information he is reading. This is true more so for a 
handheld reader. The reader antenna may actually pick up the data off of a 
tag to the left, right, or even from behind the reader. 

There is also the possibility of tags being damaged during transit and 
unreadable. It seems unlikely that the tag could become associated with 
another item accidentally. 

3.4.2. Effects if the assumption is not correct 

If this assumption is not correct and the data information is worse than 
current processes, then inventory level data may become corrupted resulting 
in inventory investment increasing. If data is worse, extra care and processes 
may be necessary to induct material into the supply system at each node of 
the supply chain negating any labor savings from using RFID, 

If as assumed data accuracy improves using RFID, then the hoped for 
benefits of reducing inventory investment, reduced shrinkage, and reduced 
duplicate orders will result. 

4.0 Constraints 

These constraints were identified in the DoD Passive RFID CONOPS 
4.1. Organizational Constraints 

Each DoD component has unique AIS’s that will require custom integration. 

Each DoD component has different business processes and unique requirements. 
Each DoD component has differing budgetary constraints. 
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4.2. Process Constraints 

There are many different implementations of the same process throughout DoD; 
this increases the difficulty of integrating RPID infrastructure. 

Many logistics processes within the DoD s'ary greatly or are not documented so 
standards are difficult to establish. 

The focus of initial implementations will be more technology oriented, not 
process oriented. Follow-up may be required to address process enhancements to 
maximize benefits of RFID 


4.3. Technology Constraints 

Current RFID technology is rapidly evolving and keeping deployed hardware 
and sofhvare updated is time-consuming. 

Current passive Ultra High Frequency (UHF) RFID technology has limited read- 
range. 

Cun-ent passive UHF RFID tags are still somewhat expensive. Currently, two 
published specifications for communication protocols exist. 

Lack of worldwide acceptance of frequency standards for UHF RFID, 

5.0 Alternatives 

This business case analysis considers the following alternatives: 

Alternative 1. Remain with the status quo. 

.Alternative 2. Continue with passive RFID implementation as planned. 


5.1. Alternative 1: Remain with the Status Quo 

Continue to provide logistics support using current barcode and active RFID 
technology. 

5.1.1. PROS 

Remaining with the current processes would not require spending the 
millions of dollars needed to implement passive RFID. These flinds could 
then be used for other programs deemed more important by the services. 
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5.1.2. CONS 

Visibility of intransit assets to (he last tactical mile would continue to be a 
problem. Remaining with the current processes would lose the generally 
accepted benefits of RFID. 


5.2. Alternative 2; Continue Passive RFID Implementation 

Proceed with passive RFID implementation as prescribed in the DoD RFID 
policy and CONORS. 

5.2.1. PROS 

Implementing passive RFID now enables the DoD to gain experience with 
this technology and to possibly gain financial benefits over the long term by 
enhancing the DoD supply chain. 

5.2.2. CONs 

Spending millions of dollars on RFID technology with very few 
demonstrated returns. 

6.0 Evaluation of Alternatives 

6.1. Costs 

Each Service, DLA , and USTRANSCOM estimated the costs for implementing 
RFID and provided the estimates as input into the .^USD Cost Model. The costs 
out to FY201 1 are shown in Table 2. The estimated costs include RFID 
hardware, software, training, maintenance, upgrades to equipment, tags, 
installation costs, and program management costs. Costs are based on the concept 
of operations at the time the costs were developed and based on the locations 
identified by the services where RFID will be employed. The USD Cost model 
was adjusted by DORRA for the assumption that tag costs will remain at the 40 
cent level. The analysis considers costs and benefits from FY2004 to FY20U to 
correspond with the current POM / BES timeframe. 
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Table 2: RFID Program Costs to FY201 1 



ISHI 

WWiI 

FY2007 

F\'2008 

FY2009 

FY2010 

FY201 1 

Total 

DL.-\ 

20,1 

21,6 

19.9 

17.8 

18.2 

18.2 

lEEii 

133.5 

USTC 

0,0 


13.6 

8.0 

8.2 

8,4 

8.8 

51.4 

USA 


5.0 

0.1 

3.6 

29.2 

91.6 

100.1 

229.7 

USN 

0,0 

— 

wm 

15.1 

15.2 

9.9 

10,4 

65.7 

USMC 

0.0 

0.0 

0.0 

9.3 

11.3 

8.3 

4.4 

33.3 

USAF 

0.0 

n 

0.1 

17.8 

33.9 

33.5 

53.9 

142.8 

Total 

20.1 

42.2 

41.2 

71.6 

116.1 

169.8 

195.4 

656.4 


6.2. DoD Estimates of BeneFils 

Based on the discussion of Section 2, the benefits of passive RFID are listed in 
Table 3. 

Table 3; DoD Estimated Benefits 


Benefit 

Estimated Benefit 

Reduced Shipping Losses 

0.25%- 1% of sales 

Reduced Inventory Losses 

Reduce losses 5 %- 10% 

Reduced Duplicate Order 
Issuing Costs 

1 % - 2% of Issuing Net Landed 
Costs 

Reduced Duplicate Order 
Transportation Costs 

1% - 2% of Transportation Costs 

Reduced Labor Expenses 

S40K per FTE 


6.3. DoD Raw Data 

This section details the source for the DoD raw data that is used to multiply 
against the estimated benefits associated with each goal. 

6.3.1. DoD Sales Data 

The estimated DoD sales were taken from each service and agency POM 
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/BES submissions. These submissions estimate the gross sales of supplies 
from FY2005 to F Y201 1 . The gross sales are for repair t>’pe items and do 
not include fiiel and energy costs ormunitions and were limited to the 
supply function. The DoD sales are simply the summation of each service 
and agency gross sales estimates. 

6.3.2. Inventory Losses 

Inventory losses were calculated by summing up inventory losses across the 
DoD. These losses are reported in the Fund 1 1 and Fund 14 statements of 
each agency Working Capital Fund Statements for FY2005. Where 
applicable, the Fund Statements were limited to the supply function. For lost 
inventory', the FY2004 value was used as the estimate for each year out to 
FY2011. 

6.3.3. Issuing Costs 

The estimate for issuing costs are the actual Net Landed Cost bill that the 
Defense Distribution Command (DDC) charged each service and DLA 
Inventory Control Point (ICP) for issuing requisitions in FY2004. This value 
was also used as the estimate out to FY201 1. 

6.3.4. Transportation Costs 

The estimate for transportation costs are the actual costs for FY2004 
according to USTRANSCOM bills for transponation to the DDC, including 
over ocean. The FY2004 transportation cost estimate is used as the estimate 
out to FY201 1. 

6.3.5. Labor Expenses 

Labor Expenses are calculated at the WG5 to WG6 fully loaded rate of 
$40,000 per Full Time Equivalent (FTE). The number of positions saved is 
based on location in the implementation plan with 5 FTEs saved at major 
locations, 3 at intermediate locations, and one FTE at each minor or 
terminating location. Savings for reducing labor expenses are cumulative in 
that positions saved in the first year are also saved in subsequent years. 

Table 4 shows the DoD raw' data for each of the categories above. 
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Table 4: DoD Raw Data 


mom 

FY05 

FY06 

FY 07 

FY 08 

FY 09 

FY 10 

FYll 

DoD Sales 

45,506 

45,102 

43,689 

43,526 

44,361 

45,318 

46,307 

DoD 

Inventory 

Losses 

270 

270 

270 

270 

270 

270 

270 

Issuing Costs 

425 

425 

425 

425 

425 

425 

425 

Transportation 

Costs 

1.800 

1,800 

1,800 

1,800 

1,800 

1,800 

1,800 

Labor Savings 

■ 

1,12 

3.76 

6.08 

7,S0 

10.2 

15.1 


6.4. Optimistic View of DoD RFID Benefits 

The optimistic view takes the greatest estimate of benefits multiplied against the 
DoD raw data to show the expected results. In the optimistic view the estimate of a 
1% savings by reducing losses in transportation is increased from .25% up to 1% 
over four years. Likewise the inventory losses are increased over time up to the 
1 0%. The increase over lime of these two values acknowledges that DoD is phasing 
in RFID across the supply chain although the analysis keeps the benefits within the 
POM / BES lime frame. Table 5 shows the percents multiplied against the DoD raw 
data in Table 4, Table 6 shows the resulting passive RFID benefits to DoD. In the 
optimistic view the net savings over the POM / BES timeframe is 51,781 million. 


28 



































342 


Business Case Analysis DORRA 

Passive Radio Frequency Identification February 2005 

Table S: Optimistic Estimated Benefit Schedule 



HQI 

mQii 

FYO? 


m 

m 



- 

0.25% 

0.50% 

0.75% 

1% 

1% 

ig 

g^ggllllllllllll^^ 

■ 

2% 

4% 

6% 

8% 


10% 

Reduced Duplicate 
Order Issuing Costs 

- 

2% 

2% 

2% 

2% 

2% 

2% 

Reduced Duplicate 
Order Transportation 
Costs 

■ 

2% 

2% 

2% 

2% 

2% 

2% 


■ 

1.12 

3.76 

6.08 

7.80 

10,2 

15.1 


Table 6: Optimistic Savings to DoD 


(S Millions) 

FY 05 

FY06 

FY07 

FY 08 

FY09 

FY 10 

FY 11 


■ 

112.8 

218.4 

326,4 

443.6 

453.2 

463.1 

Reduced Inventory 
Losses 

■ 

5.40 

10,8 

16.2 

21,6 

27.0 

27.0 

Reduced Duplicate 

Order Issuing 

Costs 

■ 

8.5 

8.5 

8.5 

8.5 

8.5 

8.5 

Reduced Duplicate 

Order 

Transportation 

Costs 

I 

36.0 

36.0 

36.0 

36.0 

36.0 

36.0 

Reduced Labor 
Costs 

■ 

1.12 

3.76 

6.08 

7.80 

10.2 

15.1 


6.5. Pessimistic V'iew of DoD RFID Benefits 

The pessimistic view takes the smallest estimate of benefits multiplied against 
the DoD raw data to show the expected results. In the pessimistic view the 
estimate of a .25% savings by reducing losses in transportation is increased from 
.25% up to .30% for the last tw'o years how-ever, results for the first couple of 
years is zero. This shows the least amount of improvement that DoD needs in 
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order to have a positive ROI. Likevvise the inventory losses arc increased over 
time up to the 5%. The increase over time of these two values acknowledges that 
DoD is phasing in RFID across the supply chain although the analysis keeps the 
benefits within the POM / BES time frame. Table 7 shows the percents 
multiplied against the DoD raw data in Table 4. Table 8 shows the resulting 
passive RFID benefits to DoD. In the pessimistic view the net savings over the 
POM / BES timeframe is S69.9 million. 


Table 7: Pessimistic Estimated Benefit Schedule 



FY05 

FY 06 

FY 07 

FYOS 

FY 09 

FY 10 

FY 11 

Reduced Shipping 
Losses 

■ 

- 

■ 

0.25% 

0,25% 

0.30% 

0,30% 

Reduced Inventory 
Losses 

■ 

!■ 

2% 

3% 

4% 

5% 

5% 

Reduced Duplicate 

Order Issuing Costs 

■ 

1% 

1 % 

1% 

1% 

1% 

1% 

Reduced Duplicate 

Order 

Transponation 

Costs 

■ 

1% 

1% 

1% 

1% 

1% 

1% 


mi 

1.12 

3.76 

6.08 

7,80 

10.2 

15.1 


Table 8: Pessimistic Savings to DoD 


(S Millions) 

FY 05 

FY06 

FY 07 

FY 08 

FY09 

FY 10 

FY 11 

Reduced Shipping 

Losses 

IBI 

■ 

- 

108.82 

110,90 

135.96 

138.92 



2.70 

5.40 

8.11 

10.8 

13.5 

13.5 

Reduced Duplicate 
Order Issuing Costs 

■ 

4.25 

4,25 

4.25 

4.25 

4.25 

4.25 

Reduced Duplicate 
Order 

Transportation 

Costs 

■ 

18.0 

18.0 

18.0 

18.0 

18.0 

18.0 

Reduced Labor 
Costs 

- 

1.12 

3.76 

6.08 

7.80 

10.2 

15.1 
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6,6. Economic Analysis 

The ROI for the optimistic view is $1 ,781 Million over the period to FY201 1 , 
The benefits provide an immediate return over the costs with a break even point 
in FY2006. The ROI for the pessimistic view is S69.9 million over the time 
period with a break even point 3 years from inception in FY2008. 

Table 9: Pessimistic Return On Investment Chart 


pgttmiitHe aoi 



6.6.2. Conclusion 

Passive RFID will have a positive economic impact on the DoD supply 
chain with a break even point two to three years after full implementation. 

6.6.3. Sensitivity 

This analysis is not sensitive. The only possibility that would change the 
conclusion that RFID will have a positive economic impact is if it can be 
shown that there are no losses in the DoD supply chain. If RFID can only 
achieve a 0.1% savings by reducing losses in shipment then based on the 
amount of sales in DoD, it would still have a positive economic impact in 
the long run. 


6,6.4, Other Betiefits .Not Quautiried 

There are other benefits to RFID that this analysis did not quantify. Based on 
the RFID literature, passive RFID should also reduce DoD inventory 
investment. Based on the commercial estimate Of 5% to 10% savings this 
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would result in a one times inventory saving to DoD of about $3.5 to S7 
Billion Dollars, 

.Also not quantified in this analysis is the impact on readiness RFID might 
have for the warfighter. Logically, any improvement in the supply chain will 
result in better support to the warfighter thus reducing items not in stock and 
in turn improving readiness. 

Another benefit not addressed is the process and policy changes that RFID 
will bring about which have the potential to significantly improve support 
within the DoD supply chain. 

7.0 Comparison of Alternatives 

To reiterate, the alternatives considered in this analysis are either to stay with the 
current system using bar codes or to continue the implementation of passive RFID in 
the DoD supply chain. Furthennore, the basis on which alternative to chose was 
determined to be the economic ROl of implementing passive RFID. Since the 
conclusion was that passive RFID will have a positive economic impact on the DoD 
supply chain with a break even point two to three years afier full implementation, this 
study recommends that DoD proceed with passive RFID implementation as 
prescribed in the DoD RFID policy and CONOPS. 

As a result DoD should expect savings from RFID implementation from a reduction 
in lost material in transit, from a reduction in inventory induction mistakes, from 
reduced duplicate orders resulting in less issuing costs and transportation costs, and 
eventually from a reduction in labor expenses. 

.As a lower bound DoD can expect savings in the 570 million range and as an upper 
bound DoD might expect savings near SI, 781 million over a six year period once 
RFID is implemented in the DoD supply chain. These savings will begin after the 
break even point which should occur in three to four years. 
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